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Abstract 
 
Institutional Theory has responded to early criticism that actors are characterized as passive 
“cultural dopes” primarily through work on Institutional Entrepreneurship, which implicitly links actors’ 
agency to institutional change or creation.  In this dissertation, I decouple change from agency, examining 
how actors work to maintain existing institutional arrangements that have come under threat.  Through 
inductive, qualitative analysis of the creation of the Securities Exchange Commission in 1934, focusing 
primarily on the legislative history, I ground my analysis in the speech events of the actors involved in 
stabilizing the securities markets as an institution after the Crash begun in 1929, identifying different 
forms of Institutional Guardianship aimed at preserving different aspects of the institution.  I then 
generalize across actors to present an abstracted model of Institutional Guardianship.  
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CHAPTER 1: INTRODUCTION AND PURPOSE OF THE STUDY 
Man alone transmits to future generations a great number of his acquired ways of behaving.  He alone 
gives reasons for his ways, makes a virtue of them and glorifies them for their very antiquity.    
(Hughes, 1939:283-4) 
Conceptual Overview 
To speak of an institution is to refer to an apparently immutable social arrangement.  In fact, the 
underlying concept of persistence is the most (and perhaps only) consistent aspect of research under the 
rubric of institutional theory over the past 70 years.  Yet, persistence, as an object of study in and of itself, 
has taken a backseat to research focusing on a) the consequences of enduring institutional arrangements, 
b) how institutional change propagates down to organizations, or c) how institutional entrepreneurs affect 
change in institutional arrangements.  Although early definitions of institutionalization described the 
processes of infusing values into social structure(Selznick, 1957; Zucker, 1977) – a process in which 
leaders of institutions establish and promote connections between practices or structures on one hand, and 
moral or normative values on the other – research has paid little attention to the mechanisms of 
persistence in established institutions for the past quarter century, other than to attribute it to “taken-for-
grantedness.” 
In this dissertation, I revisit the relationship between infusing value, persistence, and institutions, 
looking particularly at the situation when existing institutional arrangements have come under threat.  In 
particular, I examine how actors facilitate institutional persistence when the “taken-for-granted” nature of 
the institutional arrangements is lost, or at least threatened, a phenomenon I refer to as Institutional 
Guardianship.  By doing so, I decouple change from agency to understand how actors promote 
persistence when the taken-for-granted nature of institutional arrangements comes into question.  
Although identified as a condition which may facilitate deinstitutionalization (Oliver, 1992) or 
institutional entrepreneurship (Clemens, 1993), not all institutional arrangements that come under threat 
result in significant institutional change.  Unfortunately, like ‘the dog that didn’t bark,’ most institutional 
research overlooks the non-event of persistence, thereby leaving the mechanisms by which the “miracle 
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of persistence” (Kraatz, personal communication) is achieved relatively unexplored.  This bias of 
selective inattention to persistence is evident in many aspects of social life.  For example, the concept of 
stare decisis in the United States legal system (among others) renders any ruling that upholds a previously 
established precedent mundane; however, any decision that breaks with precedent – such as the recent 
Citizen United v Federal Election Committee ruling on corporate campaign spending – captures the 
attention of headline writers, talking heads, and the politically astute.  We are more aware of, attentive to, 
and compelled by change than by persistence, and this bias is evident in scholarly research as well. 
This is especially true in institutional research.  Because persistence is fundamental to most 
conceptions of institutions, institutional persistence initially seems phenomenologically uninteresting; 
however, that risks ignoring what are potentially highly interesting forms of action that enable that 
persistence.  For example, in an automobile with perfect cruise control, its rate of speed is relatively 
uninteresting, say a constant of 60 miles per hour, and we may be more interested in other factors – 
steering, fuel efficiency, engine wear, all of which are very interesting – but examining those does not 
help us to understand the complex systems by which the cruise control maintains the constant speed of 60 
miles per hour, especially if the car encounters steep grades. At least in cases where an institution 
encounters extreme and/or unexpected events, causing a focused and conscious questioning of the 
previously taken-for-granted nature of the institution, persistence represents the triumphant reassertion of 
those previous arrangements in the face of such challenges.  In the cruise control analogy, a simple (e.g., 
taken-for-granted) setting on the rate of fuel delivery to the engine does not account for constant speed 
both up and down steep mountainous terrain.   
Yet, there is considerable terrain with steep grades.  Similarly, history provides many examples 
where institutional persistence was achieved in the face of such extreme or unexpected events.  Examples 
include: the Chemical Industry’s Responsible Care program initiated after the Bhopal incident, the 
successful efforts to preserve the historic site of Fenway Park after plans were announced to move it, and 
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the various successful efforts to preserve the traditional definition of marriage in the wake of same-sex 
marriage advocacy across the United States.  These examples suggest that the use of agency to promote 
the persistence of an institution is not rare and is present across a breadth of settings from social 
institutions, to organizational fields, to very specific and localized embodiments of an institution.  Both in 
terms of overcoming a threat to the institutional arrangements and in terms of this phenomenological 
breadth, these enabling activities represent an exciting line of inquiry.  Consequently, in this dissertation, 
I begin to look behind the “taken-for-granted” nature of institutional persistence by asking: What forms of 
action contribute to the persistence of institutions that face extreme or unexpected events which cause 
embedded actors to question theretofore taken-for-granted institutional arrangements? 
Empirical Overview  
This dissertation has evolved in many ways between its original inception and this physical 
manifestation.  While the scholarly pursuit embodied in the dissertation gained clarity and focus during 
that evolution, the possibilities for empirical settings multiplied and diversified.  However, by mid 2007, 
the needs – or desires – for clear management relevance and availability of data conspired with my 
personal passions to recommend a study of the institutional processes enveloping the securities markets 
during the Great Depression, whose antecedent crash shook the taken-for-granted nature of that 
institution.  As I immersed myself in the historical context during the U.S. Presidential election of 2008, 
however, the data and analyses became anachronistically timely.  As the “Great Recession” hit the U.S. 
Economy, many of the same fundamental questions regarding the relationship between the government 
and Wall Street resurfaced, and comparisons to the Great Depression, and even the Senate investigations 
in the 1930s, became commonplace.  From my perspective, the question could easily be cast in terms of 
the appropriateness of preserving, or more accurately, continuing to preserve, certain aspects of the 
institutions and institutional practices central to the U.S. economy.  As we have yet to really address or 
understand the potential impact on those institutions that will result from our current situation, my 
4 
dissertation is limited to assessing the actions taken in the early 1930s.  I do, however, include an 
epilogue to the dissertation which links my analysis and findings to the more recent crisis. 
The US Stock Market crash of 1929 and ensuing erosion of securities values in the first half of 
the 1930s brought the institution of the stock market into question as the public lost confidence in that 
aspect of the capital market structure, as evident in reduced participation as well as editorials and letters 
written from constituents to their government representatives.  Yet, despite the magnitude of economic 
consequence and loss of public confidence, the structure of the capital market in the United States 
remains relatively persistent even today, particularly the operation of the stock market itself.  The most 
notable outcome in the capital market was the creation of the Securities and Exchange Commission 
(SEC), which, as a separate organization, had relatively minor impact on the structure or operation of the 
stock market itself, serving rather as an external regulatory agency focused on ensuring that businesses 
attempting to access capital by issuing securities disclose appropriate information.   
The enacted legislation was the product of considerable effort, deliberation, and action on behalf 
of a host of actors ranging from the President to Congress to Wall Street insiders and their agents.  Their 
work shaped the form of regulation that emerged in 1934.  In this dissertation, I analyze that work – as 
embodied in the speech events recorded in the public debate – in an effort to understand how the 
embedded actors’ work contributed to that result. 
Methodological Overview 
To investigate this phenomenon, I have completed an inductive study of the public debate 
between and among members of legislative and executive branches of government, their constituents, and 
Wall Street executives, focusing primarily on the activities of the Pecora Commission which spanned 
1932 to 1934 and investigated the causes of the erratic stock market behavior from 1928 through 1933 
and other financial market anomalies.  Using an inductive, qualitative analysis of the relevant public 
debate, I focus on actors’ “speech events” – either oral or written – to uncover the positions they adopted 
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and advocated in the wake of the loss of institutional taken-for-grantedness.  Grounded in the first-hand 
accounts of the principal actors, I identify the form of actions aimed at protecting the existing institutional 
arrangements (the persistent meanings, values, and patterns of interaction that defined the securities 
market) from the threat of change.  By doing so, I shed light on an area of institutional theory that has 
been relatively silent, yet can inform strategies for organizations embedded in institutions under threat, 
offering alternatives to the perspectives uncovered by institutional entrepreneurship research.  I also 
provide a brief history of relevant scholarly work based on the same empirical setting. 
Dissertation Overview 
This dissertation is organized as follows.  In the next chapter, I present a summary of the relevant 
literature from institutional theory, detailing the progression of research over the last 25 years showing 
how path dependence (Scott, 2005) has linked the concepts of agency and change in institutional research.  
In chapter three, I present a stylized account of the empirical setting.  My goal in the third chapter is to 
present an abridged history that provides the reader with sufficient context necessary to frame the 
interpretive analysis that follows. 
Chapter four presents a detailed outline of my methodological approach, including a summary of 
the data sources and the analytical techniques employed.  Chapter five presents the core analyses.  The 
analysis recapitulates the method, grounding the emergent constructs and themes in the data.  Chapter six 
builds on this analysis, showing how actors employed the emergent constructs in patterned interactions. 
These lead to the development of a generalized model of institutional guardianship and discussing 
implications for institutional and organizational theory, as well as limitations of the study in Chapter 
seven.  Finally, in response to the many parallels being drawn between the current financial situation and 
the Great Depression, I close the main body of the dissertation with an epilogue focusing on the 
connections between the institutional actions taken in the Great Depression and offering interpretations 
and implications of this research relevant to what is now being labeled the Great Recession.    
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CHAPTER 2:  THEORETICAL GROUNDING 
In my reading, most institutional scholars accord little attention to  
the issue of institutional persistence… 
(Scott, 2008: 129) 
 
Institutional Theory has shown great resilience over the past 75 years.  In particular, the so-called 
“new institutionalism in organizational analysis” (DiMaggio & Powell, 1983; Meyer & Rowan, 1977) has 
been a fertile area of research for 30 years.  Part of this resilience comes from its ability to adapt to early 
criticism (Hirsch, 1997; Stinchcombe, 1997), in particular addressing the two commonly expressed 
concerns that early work characterized the environment as static and actors in the field as lacking agency.  
Without abandoning phenomena that do meet those conditions, extensive work has also looked at how 
changing institutional environments affect primarily passive actors in the field (e.g., Dacin, Goldstein, & 
Scott, 2002; Fox-Wolfgramm, Boal, & Hunt, 1998; Hoffman, 1999) and how active agents, institutional 
entrepreneurs, establish new institutions arrangements (e.g., Greenwood & Suddaby, 2006; Reay, Golden-
Biddle, & Germann, 2006; Zilber, 2006).  This has implicitly linked the concepts of change and agency in 
most institutional research.  I propose that this represents only one aspect of agency in institutional 
contexts and that not all agency in institutional environments needs to promote change.  In particular, I 
propose that some embedded actors may believe change to the institutional arrangements is undesirable 
and, when perceiving potential change, may actively work to inhibit or prevent such change.  I label such 
action institutional guardianship, defined as intentionally and consciously engaging the institutional 
environment in an effort to preserve it in the face of perceived potential change. 
Supporting this perspective, the recent elaboration of Institutional Work (Lawrence & Suddaby, 
2006) identifies three distinct objectives of institutional work: creating, disrupting, and maintaining 
institutions.  However, in their review of the literature, Lawrence and Suddaby note a lack of work 
focused specifically on the maintenance of institutions, and call for researchers “to focus more attention 
on the ways in which institutions reproduce themselves” (Lawrence & Suddaby, 2006: 234).  And, in fact, 
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recent research has shed light on how embedded actors preserve, at least in part, institutions (e.g., Creed, 
DeJordy, & Lok, 2010; Hirsch & Bermiss, 2009; Zilber, 2009).   
Within this category of institutional maintenance, I am specifically interested in the use of agency 
to re-stabilize and preserve existing institutional arrangements that have come under threat.  This is 
complementary to work in institutional entrepreneurship where agents leverage institutional uncertainty 
or contradiction to effect change (e.g., Greenwood & Suddaby, 2006) and most extant work in 
institutional maintenance that examines how stable institutions enact reproduction (e.g., Angus, 1993) or 
how institutional work simultaneously promotes change and reproduction (Creed et al., 2010; Zilber, 
2009).  Thus, while both guardianship and maintenance deal with the reproduction (or propagation) of 
institutions over time, guardianship occurs in the face of conscious challenge to the institutional order, 
whereas maintenance, as typically identified in the current literature, does not.  In this dissertation, I 
address the idea of agency employed to promote persistence of institutional arrangements under threat.  
My research questions are:  1) What form does agency directed at preserving or stabilizing institutions in 
the face of potential change take? and 2) How do actors leverage existing institutional resources (e.g., 
cognitive/cultural assumptions, normative sentiments) to preserve valued aspects of that institution? And 
3) What aspects of the institutions do actors target for preservation? 
To help frame my contribution, I arrange this chapter as follows:  First, I offer a definition for the 
key construct of agency, since I am particularly interested in the intentional efforts of actors to preserve 
the institution, rather than mindless reproduction.  Second, I summarize the ongoing debate in 
institutional theory based around the action-structure dichotomy that facilitates the “either/or” approach to 
agency and persistence in institutional research.  Third, I highlight the progress of empirical work in the 
neoinstitutional tradition, showing how it has incorporated concepts of change and agency over time, and 
how that evolution has implicitly linked agency to change in the literature.  From there, I review 
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theoretical work relevant to the use of agency for persistence.  Finally, I close with a review of relevant 
literature that has used the SEC as a research setting. 
 
Defining Agency 
There has been a proliferation of definitions for the term agency within the realm of institutional 
theory (e.g., Clemens & Cook, 1999; DiMaggio, 1988; Fligstein, 1997; Greenwood & Suddaby, 2006; 
Lawrence, 1999; Seo & Creed, 2002; Zilber, 2002).  Rather than attempt to reconcile these, I draw on 
Emirbayer and Mische’s (1998) thorough and systematic treatment of the construct in which they define 
human agency as “the temporally constructed engagement by actors of different structural environments 
– the temporal-relational contexts of action – which, through interplay of habit, imagination, and 
judgment, both reproduces and transforms those structures in interactive response to the problems posed 
by changing historical situations” (Emirbayer & Mische, 1998:970).  Importantly, this definition allows 
for agency in the reproduction of structural environments, which is my focus, but also allows for other 
outcomes.  In adopting their definition for institutional settings, I consider institutions a specific form of 
their generic “structural environments” and my boundary condition of institutions that have lost their 
taken-for-granted status a specific case of one of the “problems posed by changing historical situations” 
in this setting.   
Adapting their definition, I use the term agency to mean an individual or collective actor’s 
explicit engagement of the institutional environment which – through the interplay of habit, imagination, 
judgment, and other activities – enables reproduction and transformation of the institution in interactive 
response to the loss of the institution’s taken-for-grantedness.  Although my focus is on reproduction, 
agency is about engagement toward either reproduction or transformation, independent of its success in 
either.  I have also added “and other activities” to their list of “habit, imagination, and judgment” to not 
preclude other forms of activity that may constitute agency.  Given the nature of my empirical setting, the 
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activities I examined are captured in the record of the public debate, and are largely speech events that 
represent the “habit, imagination, and judgment” of the principle actors.  Despite these minor 
modifications, this definition remains consistent with Emirbayer and Mische’s (1998) contention that 
agency can yield reproduction, but makes explicit that only reproduction which is engaged intentionally 
and consciously constitutes agency.  Thus, I deliberately exclude reproduction in the form of unconscious, 
taken-for-granted actions (e.g., instinctively invoking a script) which passively propagate institutions 
through mechanisms of cognitive constraint (DiMaggio & Powell, 1991); agency, as defined here, 
requires deliberate reproduction, as in the conscious and explicit deference to tradition or attempts to re-
establish a valued social order that has come under threat.   
The Action-Structure Debate 
A rare constant in scholarship under the umbrella of institutional theory is a certain ambiguity in 
the definition of an institution.  Although writing over 70 years ago, Hughes’s observation –  “The only 
idea common to all usages of the term institution is that of some sort of establishment or relative 
permanence of a distinctly social sort” (1936:180) – remains true today.  While the literature is “replete 
with definitions of institutions” (Lawrence & Suddaby, 2006:216), most definitions crystallize into two 
camps reflecting the action-structure duality (Hirsch & Lounsbury, 1997), also characterized as the 
distinction between conceiving of institutions as constitutive and prescriptive or as constraining and 
proscriptive (Clemens & Cook, 1999).  In one view, more prevalent in what is often termed “old 
institutionalism,” institutions are seen as enduring social structures whose persistence is the result of 
leaders infusing those structures with values (Selznick, 1957).  In the new (or neo) institutional camp, 
institutions are persistent social structures that serve to constrain actors within the organizational fields 
they occupy (DiMaggio & Powell, 1991).  While often positioned as antagonistic (e.g., Stinchcombe, 
1997), both definitions are consistent with the perspective of institutions as persistent social arrangements 
(Hughes, 1939).   
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But, in many ways, the similarity ends there.  In the earlier work, most notably advanced by 
Selznick (1957), institutions result from the process of infusing social structures with values, imbuing 
them with the power to outlast the requirements which originally gave rise to them.  This relationship 
between institutions, value, and power is further developed by Stinchcombe who details the mechanisms 
by which power and values are correlated and jointly propagated in his definition of an institutions as “a 
structure in which powerful people are committed to some value or interest” (1968:107).   With explicit 
recognition of power, and its use in infusing or propagating values, research aligned with this perspective 
adopts a more process-oriented focus on action (i.e., the process by which values are infused into, and 
become aligned with, institutional arrangements) supporting a constitutive/prescriptive perspective of 
institutions (the values constitute the institution and prescribe what are appropriate behaviors and 
structures). In this perspective, agency is critical to the process of institutionalization, but the objective of 
this agency is explicitly infusing value, persistence is a byproduct.   Within the typology of institutional 
work, this process aligns most readily with institutional creation, which Lawrence and Suddaby explain 
involves “re-making the connections between sets of practices and the moral and cultural foundations of 
those practice” (2006:224).  This differs from what they term institutional maintenance because the 
connections between practice and values are explicitly “reformulated.” Implicit in their discussion is the 
assumption that re-making these connections means doing so in a manner different from previous 
connections, that is, in service of a new institution.  Yet, re-making these connections might entail re-
establishing existing connections (re-making in the most basic sense).  The implicit assumption 
underlying their definition is both the result, and an additional example, of the implicit link between 
agency and change in institutional research. 
On the other hand, the release of The New Institutionalism in Organizational Analysis (DiMaggio 
& Powell, 1991) highlights work more consistent with the structure-oriented constraining/proscriptive 
perspective of institutions.  Work consistent with this perspective focuses on the taken-for-granted nature 
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of existing institutional arrangements that limits the options available for organizations in the field, 
stimulating isomorphic adoption of myth, ceremony, and organizational form and practice (DiMaggio & 
Powell, 1983; Meyer & Rowan, 1977).  Later, in an important piece which strives to bring together these 
divergent, but not incompatible, perspectives, Scott (2001) conceptualizes the institutional environment as 
comprising three distinct yet vital ingredients, which he terms pillars, focused around regulatory, 
normative, and cultural-cognitive aspects of the social context.  He presents these as mutually constitutive 
elements of the institutional structure, consistent with the architectural metaphor, and defines institutions 
as “multifaceted, durable social structures made up of symbolic elements, social activities, and material 
resources” (Scott, 2001:49).  I adopt this definition here because a) it is well-established in the 
institutional literature, b) it concisely captures the cultural, cognitive, regulatory, and normative facets of 
institutions, and c) it captures the conceptual, physical, and behavioral dimensions of institutional 
arrangements. 
Despite his explicit recognition of three pillars and a multifaceted nature, some institutional 
scholars argue that, like earlier work which focused more on mimetic isomorphic forces than the 
normative or coercive ones (Mizruchi & Fein, 1999), the cultural-cognitive pillar dominates the 
institutional research landscape; researchers have lost sight of the important normative characteristics of 
institutions and institutional environments (e.g., Kraatz, 2009).  Independent of the focus, this perspective 
generally characterizes institutions as persistent social structures which are taken-for-granted and which 
therefore pre-consciously constrain the actions taken and meanings ascribed by actors embedded in the 
field.  The focus is on persistence and constraint; agency, when addressed at all, is framed as a 
mechanism for overcoming that constraint. 
Inherent in the action-structure debate is the issue of figure and ground (Goodwin, 1996) and the 
implicit choice to highlight as interesting for study either the structure or the action (i.e., the persistence or 
the agency).  This promotes a Levi-Straussian dichotomy, and facilitates an “either-or” approach in 
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institutional research, which typically chooses one OR the other.  However, in this dissertation, I reject 
the dichotomy and explicitly explore the question of persistence AND agency.  To set the stage, I next 
review how change and agency have become linked in most institutional research. 
Change and Agency in Institutional Research 
In recent writing, Scott (2005) discusses how institutional research has evolved, identifying a 
move “toward more interactive models” that account for and explore the interactions between actors and 
the field.  Challenging the definitional view that “taken-for-granted scripts, rules, and classifications are 
the stuff of which institutions are made” (DiMaggio & Powell, 1991:15), critiques of early neo-
institutional theory (e.g., Hirsch, 1997; Stinchcombe, 1997) decried the perspective’s characterizations of 
the environment as static and of the actors as passive.  In response, institutional theorists began their 
move to “more interactive models,” which embraced the concept of change and accounted for active 
agents involved in a more dynamic conception of institutions.   
Bringing in Change. Change was incorporated into the neo-institutional perspective more readily.  
Working within the cultural-cognitive, proscriptive perspective of institutions, research in institutional 
change suggests that the same forces that promote isomorphism and passive adoption of stable legitimated 
structures (e.g., Deephouse, 1996) also serve to translate field level (institutional) change down into the 
organizations in that field (e.g., Hoffman, 1999).  The resulting stream of research into institutional 
change (Dacin et al., 2002) embraces dynamic models, but change is theorized almost exclusively as a 
“top-down” process.  Organizations are still passive, limited in their behaviors to adapting (or not) to 
changes in the environment (e.g., Fox-Wolfgramm et al., 1998).  Change is the product of exogenous 
“shocks” (Fligstein, 1991) or “disruptive events” (Hoffman, 1999) and institutions are still proscriptive, 
constraining the actors embedded in them.   
Adding Agency.  While exogenous jolts or shocks are also potential antecedents to 
deinstitutionalization (Davis, Diekmann, & Tinsley, 1994; Oliver, 1992), which is conceptually the most 
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radical form of institutional change, they are also potential catalysts for agency (Clemens & Cook, 1999; 
Fligstein, 1997).   Such shocks can also be seen as opportunities to leverage institutional instability or 
contradictions (Friedland & Alford, 1991; Seo & Creed, 2002) to manipulate the institutional 
environment, in efforts to make it better serve one’s interests (DiMaggio, 1988). 
With the exception of some early theoretical treatments that I will discuss later (DiMaggio, 1988; 
Fligstein, 1997; Oliver, 1991), the concept of agency remained elusive for most institutional researchers, 
at least empirically.  Yet, as DiMaggio points out “this neglect is implicit not in the logic of institutional 
arguments, but in the rhetoric that institutional theorist have used to advance them” (1988:10).  
Eventually, the marrying of agency with the neo-institutional perspective emerged under the rubric of 
institutional entrepreneurship.  In this stream of research, select institutional actors (institutional 
entrepreneurs) work to change the institutional environment or create new institutions that are aligned 
with their own interests (e.g., Greenwood & Suddaby, 2006).   
This line of work has paid specific attention to the role of position and to rhetoric, discourse, and 
the construction of meaning as antecedent conditions and mechanisms of institutional entrepreneurship.  
The role of position traces its roots to DiMaggio’s (1988) seminal work, in which he suggests that elite 
actors in central positions are best suited to manipulate the environment.  This perspective is elaborated in 
subsequent theoretical (Fligstein, 1997; Oliver, 1991) and empirical (Greenwood & Suddaby, 2006) 
work.  However, another stream of research suggests that entrepreneurship is more likely on the 
periphery, where institutional forces are less strong, affording actors more freedom and the exposure to 
other institutional domains necessary to innovate (Kraatz & Moore, 2002; Leblebici, Salancik, Copay, & 
King, 1991; Seo & Creed, 2002).  Under the right conditions, contradictions most evident at the periphery 
can be leveraged to effect institutional change across the field.  Examples include when actors on the 
periphery become more central (Kraatz & Moore, 2002), when marginalized actors claim powerful 
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institutional roles (Creed et al., 2010), or when a field encounters destabilizing forces (Leblebici et al., 
1991). 
While research on structural position deals with the antecedents of institutional entrepreneurship, 
the role of discourse, rhetoric, and meaning in institutional entrepreneurship focuses on mechanisms and 
tactics employed by agents in building legitimacy and acquiring resources (Lounsbury & Glynn, 2001; 
Martens, Jennings, & Jennings, 2007).  Here, Phillips, Lawrence, and Hardy (2004) offer a thorough 
theoretical analysis of the relationship between discourse and the process of institutionalization more 
generally.  They offer a discursive model that relates discourse and text to institutions, and suggest that 
institutional entrepreneurs are “authors – generators of influential texts that are aimed at influencing the 
nature and structure of discourses and, in turn, affecting the institutions that are supported by those 
discourses”  (2004:648).  These authors – the institutional entrepreneurs – may be embedded, peripheral, 
or even exogenous to the institution, but the texts they produce must somehow influence the discourses 
upon which the institution is built. 
Rhetoric, discourse, and meaning have been central to much empirical work in institutional 
entrepreneurship.  For example, in one of the earliest empirical pieces which explicitly recognizes 
institutional entrepreneurship, Rao (1998) analyzes the interplay between isomorphic forces and actively 
appropriating cultural meanings to construct frames that present certain consumer watchdog organizations 
as a new but legitimate and necessary organizational form.  Additional empirical work can be found in 
Zilber’s (2002) work on rape crisis centers in Israel, where she shows how agency in that institutional 
context takes the form of new interpretations carried by a new category of actors who infused new 
meanings and values, and in Suddaby and Greenwood’s (2005) work on the rhetorical strategies 
employed by the (then) Big Five accounting firms in championing multidisciplinary partnerships as a new 
organizational form in public accounting.   
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Limitations of current approach.  Taken together, this research has examined both antecedent 
conditions and mechanisms of institutional entrepreneurship.  But, since the institutional research that 
considers agency is limited to institutional entrepreneurship –  which likely will help inform research on 
agency employed for stability instead of change – there may be conditions and mechanisms specific to 
agency employed for institutional persistence that are not present or apparent in research focused on 
institutional entrepreneurship.  Further, while Suddaby and Greenwood (2005) actually examine the 
rhetorical strategies of both the proponents and opponents to the institutional change embedded in the 
adoption of the new organization form, their work is an exception.   
Because institutional entrepreneurship research links agency to change, researchers typically 
adopt the perspective of entrepreneurs, privileging their subjective interests in explaining how they must 
overcome “resistance to change.”   This bias, paralleling the same phenomenon in the organization 
change literature (Dent & Goldberg, 1999), has important implications for the study of agency in 
institutions.  First, we tend to only study agency in institutions where entrepreneurship has been 
successful, leaving unexamined those situations where others’ agency may have stopped it.  Second, 
when agency is implicitly linked to change and progress, resistance to such change is reduced to a 
manifestation of inertia which, although enacted by individuals, is presented as unreflective or 
unconscious adherence to the past and construed as the antithesis of agency (e.g., Garud, Jain, & 
Kumaraswamy, 2002).  Consequently, within the growing body of empirical research on institutional 
entrepreneurship there is very little explicit attention to the agency of those whose interests and values are 
served by the current institutional arrangements  (See Suddaby & Greenwood, 2005 for a notable 
exception).  In this dissertation, I explicitly decouple agency and change, and consequently investigate 
agency employed to promote persistence as a proactive effort to fight for the status quo rather than as 
resistance to change.  
Conceptualizing Agency for Institutional Persistence 
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Using the dimensions of change and agency as axes, Figure 2.1 depicts a 2x2 grid that shows how 
neo-institutional theory has addressed early critiques.  Neoinstitutional theory concerned with the passive 
adoption of legitimated structures, both strategic (e.g., Deephouse, 1996) and symbolic (Glynn & Abzug, 
2002), is characteristic of the upper left quadrant where neither agency nor change were prevalent, and 
embedded actors conform to institutionalized structures and practices.  The upper right quadrant 
constitutes research into institutional change that recognizes institutions as dynamic contexts to which 
passive actors are forced to respond (e.g., Hoffman, 1999).  It was amidst a research focus on institutional 
change that agency was more fully incorporated in empirical institutional research, resulting in a 
prosperous stream of research under the rubric of institutional entrepreneurship in the lower right 
quadrant, where institutions are dynamically constructed and manipulated by active agents within the 
field (e.g., Greenwood & Suddaby, 2006).  The final quadrant, on the lower left, represents research into 
how active agents enable persistence in institutional arrangements.  This quadrant, which I label 
Institutional Propagation to distinguish it from institutional conformity by alluding to the agency 
afforded the embedded actors, has received little focused attention from neo-institutional researchers; it is 
this gap that I explore in this dissertation, looking specifically at propagation in the face of potential 
change, which I term Institutional Guardianship. 
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Figure 2.1:  Four Possible Patterns for Change & Agency in Institutions 
 
Importantly, the recently advanced framework of institutional work (Lawrence & Suddaby, 2006) 
focuses almost entirely on the bottom row of this figure.  The quadrant labeled institutional 
entrepreneurship comprises most activities involved in the creation and disruption of institutions, since 
they both invoke agency and change, while the quadrant labeled institutional propagation best aligns with 
the general concept of institutional maintenance.  While some studies have taken up institutional 
maintenance (Trank & Washington, 2009) or related constructs such as preservation (Hirsch & Bermiss, 
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2009), I focus specifically on the re-establishment of an institutional order that has come under threat, 
which has received little focused scholarly attention in work examining institutional maintenance.   
A notable exception is Maguire and Hardy’s (2009) recent discussion of defensive institutional 
work.  Their research focuses on the deinstitutionalization of a field, not on institutional maintenance per 
se, examining the rhetorical and discursive approaches actors used in framing arguments against the 
continued use of DDT.  However, they also identified actors working to preserve the use of DDT and 
contrasted their rhetorical strategies with those attempting to ban it.  Although their primary focus is on 
the deinstitutionalization of the field, they do provide specific analyses of the discursive work undertaken 
to preserve it.  In this sense, they mirror the work of Suddaby and Greenwood (2005) by examining the 
rhetorical strategies both in support of and opposition to a form of institutional change, when viewing 
deinstitutionalization an extreme case of institutional change.  While understanding work on institutional 
preservation is not the primary objective of either research project, their acknowledgement of defensive 
forms of rhetorical and discursive institutional work provides a foundation upon which to further explore 
the phenomenon of agency used in support of persistence. 
However, there are implications to the identification of work in support of persistence within a 
study designed to examine institutional change.  Clearly, for example, the defensive work did not 
succeed.  More importantly, though, the normative tone is in support of the change – in support of 
banning DDT.  This potentially serious issue is more clearly identified in the work of Misangyi, Weaver, 
and Elms (2008) who propose an institutional view on ending corruption.  While their main focus is on 
ending corruption in social systems where it has become institutionalized, they also address the fact that 
some benefiting from that corruption will attempt to stop it.  Not surprisingly, given the normative nature 
of the subject, they address those supporting the “status quo” of corruption and actors who must be dealt 
with, go so far as to raise research questions of “How [to] strip resources from those who would defend 
the status quo?” (Misangyi et al., 2008:766).  But that implicitly asserts we would want to do so.  While 
19 
they provide step-by-step analysis of what “defenders of the status quo” (those benefiting from 
corruption) might do in response to institutional change aimed at preventing it, when they also apply their 
framework to explain how corruption can become institutionalized in the first place, those actors fighting 
for the status quo are absent.  Defending the status quo is only conceived of in the context of a 
normatively sanctioned change – not in the face of undersirable change. 
Thus, the limited work identifying defensive institutional work within the context of institutional 
change notwithstanding, this phenomenon has received comparatively little scholarly attention as the 
focus of study.  Although research on institutional entrepreneurship addresses both major critiques of 
early institutional work by incorporating both change and agency, it only does so together.  When 
considering the critiques separately, change has been addressed both in the presence and absence of 
agency, but agency has only been addressed under conditions of change.  Consequently, and perhaps as a 
result of what Scott (2005) has termed the path dependence of institutional theory, “the work required to 
maintain institutions remains a relatively unstudied phenomenon” (Lawrence & Suddaby, 2006:234), at 
least empirically.  There has, however, been more theoretical development in this area. 
Although DiMaggio (1988) discusses the propagation of institutions, which he terms 
reproduction, in which institutions exhibit persistence over time, in his theoretical work on interest and 
agency in institutions, the discussion of agency is primarily focused on effecting change, providing the 
basis for much of the work in institutional entrepreneurship.  Chronologically, the next influential and 
systematic treatment of agency in institutional environments is Oliver’s (1991) work on strategic 
responses to institutional pressures where she theorizes that actors subjected to institutional pressures may 
respond with varying degrees of agency.  She proposes that strategically manipulating the institutional 
environment requires the highest degree of agency, followed, in order of decreasing agency, by defying, 
avoiding, compromising with, and acquiescing to it.   For each of these strategies, she also identifies three 
tactics that actors may employ in executing the strategy.  For example, manipulation can take the form of 
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co-optation, through importing powerful constituents; influence, by shaping values and criteria (See also 
Lawrence, 1999 for more on establishing criteria as a form of institutional strategy); or control, which is 
achieved by dominating institutional constituents and processes (and is therefore generally only practical 
for actors already in powerful institutional roles).    
Interestingly, however, Oliver (1991) does not employ DiMaggio’s (1988) term of institutional 
entrepreneur in her work, even when she discusses explicit manipulation of institutional values, processes, 
or constituents, preferring to label the actions themselves as tactics and strategies instead.  This is 
consistent with the perspective I adopt for this dissertation that not all agency employed in institutional 
environments is inherently entrepreneurial in nature.  This possibility is explored more explicitly, albeit 
still briefly, in Fligstein’s (1997) theorizing about social skills and action in institutions.  Building 
explicitly on DiMaggio’s (1988) discussion of institutional entrepreneurs but rejecting a solely structural 
perspective, he suggests that institutional entrepreneurs are social actors who have the social skills 
necessary to affect institutional arrangements in order to achieve their desired outcomes.  He suggests 
these skills allow them to adopt or understand the perspectives of others, and subsequently promote the 
interests of others (or at least appear to) in their attempts to influence institutional arrangements 
(Fligstein, 1997).   
Like Oliver (1991), Fligstein (1997) suggests there are a limited number of tactics available to 
strategic actors and lists fifteen ranging from the exercise of direct authority to, effectively, bluffing.  He 
also elaborates, briefly, on the mechanisms and utility of each mechanism. For example, discussing the 
tactic of framing action, he writes “Strategic actors have to convince others who do not necessarily share 
interests that what will occur is in their interests. … Because interests and preferences can be reformed as 
fields form, it is only necessary to link broader frames to groups’ existing conceptions of interest” 
(Fligstein, 1997:399).  This suggests effective use of this tactic can also be a form of co-optation in which 
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the values the institution was intended to embody are co-opted by a savvy institutional entrepreneur with 
the right social skills (Selznick, 1948).   
Both Oliver (1991) and Fligstein (1997) also theorize about the conditions under which each 
strategy and tactic is most appropriate.  Yet, in that discussion, they seldom consider an established 
institutional environment that has come under threat.  Oliver (1991) discusses the multiplicity of 
constituents and environmental uncertainty, both of which tend to increase the degree of agency expected, 
but does not specifically address the potential enabled by pending or perceived institutional challenges or 
crises.  On the other hand, Fligstein explicitly limits the scope of certain tactics with caveats like “as long 
as there is no crisis” and eventually suggests “in crisis, incumbent groups will simply try to reinforce their 
power. … This, however, usually does not occur because incumbents are used to having their way and 
because their entire power base is built on a certain set of principles” (1997:399). 
While earlier explicit discussions of reproducing institutions were relatively formative 
(DiMaggio, 1988; Fligstein, 1997), Lawrence and Suddaby (2006) offer a detailed and systematic 
treatment of the topic. They offer a typology of six forms of institutional work directed at maintaining 
institutions:  Enabling work like the creation of institutional infrastructure such as credentialing agents, 
Policing through surveillance and enforcing compliance, Deterring by creating formalized barriers to 
institutional change, Valourizing (& demonizing) by idealizing examples that make the link to 
institutionalized values explicit, Mythologizing through fabrication and dissemination of parables, and 
Embedding and routinizing by infusing values into the structures and processes that participants 
encounter as part of their normal routine.  They illustrate these by drawing on a wide body of existing 
institutional research to support their work.  This is a significant advance in theorizing about the role of 
agency in institutional persistence. 
However, since maintenance is distinct from creation and disruption, which has largely been the 
focus of institutional entrepreneurship researchers – and therefore of research into agency in institutions – 
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the institutional environments in the works Lawrence and Suddaby draw on in supporting these forms of 
institutional maintenance are typically stable rather than contested.  In this sense, their work on 
institutional maintenance draws from the same unquestioned or “taken-for-granted” nature of institutions 
that underlies virtually all neo-institutional research except work under the rubric of institutional 
entrepreneurship which links change to agency.  In fact, they point out that in culling out examples, “the 
descriptions we found of maintaining institutions were often located as often in the sections providing 
background and context for an empirical study as in the ‘results’ section” (Lawrence & Suddaby, 
2006:230).  This further demonstrates that while this type of institutional work has been acknowledged as 
part of the institutional context, it has seldom been the focus of study.  As distinguished from this taken-
for-granted aspect of the institutional context, I am particularly interested in agency employed in 
preserving and protecting the established institutional arrangements when they are explicitly subject to a 
destabilizing force strong enough to threaten the existing institutional arrangements. 
However, research has begun to identify actors employing agency to support institutional 
persistence in the context of other studies.  As mentioned above, Suddaby and Greenwood’s (2005) 
investigation into legitimating accounts explored accounts on both sides of a contested institutional 
change, and Maguire and Hardy (2009) found that some actors actively attempted to defend the use of 
DDT in the wake of deinstitutionalization efforts.  Further, a recent edited volume entitled Institutional 
Work includes chapters focused on institutional maintenance.  For example, Zilber (2009) explores the 
role of narrative in institutional maintenance, and Trank and Washington (2009) explore how the AACSB 
works to maintain accreditation as an institution despite the rise of other forms of cultural capital and 
legitimacy available to schools.  It is to this nascent stream of literature that my work contributes; 
however, I focus directly on the actions undertaken by those who work to preserve established 
institutional arrangements.  I am interested in understanding what aspects of the institution they work to 
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preserve and how they do so.  In other words, I am interested in the objects of institutional guardianship, 
the forms it takes, and the resources used. 
Further, although not all efforts at institutional change may trigger guardianship activities, history 
is replete with stories of guardianship ranging from the 19th century Luddites vandalizing automated 
looms in textile factories to proponents of Proposition 8 in California (which restored the traditional, 
institutionalized heterosexual definition of marriage in the face of a state Supreme Court ruling that 
challenged it) in the 2008 U.S. election.  And while these two examples focus on very different 
institutions, they share in having successfully triggered considerable and overt guardianship activities.  
Taken together, these examples suggest a deeply vested interest in maintaining the current institutional 
arrangements which, paradoxically, may not affect the individual personally.  The vast majority of 
proponents of Proposition 8 were not involved in same-sex relationships; however, the guardians 
perceived the potential change as undermining a core, and likely valued, aspect of their institutional 
context – preventing legitimation of a subjectively and morally sanctioned view of abhorrent behavior.  
This suggests that it is not a threat to personal self-interest that triggers guardianship, rather a threat to 
some underlying value manifest in the institution.  Cast in this light, the Luddites arguably rallied not 
(only) against the financial implications of automation, but against the dehumanization and loss of 
personal dignity they felt accompanied automation. 
In other research, Maguire and Hardy (2009) found that, amidst the efforts to ban the use of DDT 
in the wake of Rachel Carson’s Silent Spring, some actors actively defended the continued use of the 
compound.  The effort with which established actors in the field (e.g., the National Agricultural 
Chemicals Association, Monsanto) defended the use of DDT was equally intense, but more directly tied 
to individual interests, in this case economic interests instead of perceived morality or personal dignity.  
Considered together, this suggests that the common trigger for guardianship is a perceived threat to any 
of a range of underlying values (e.g., social, moral, economic) embedded in the current institutional 
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arrangements.  Changes to institutional arrangements that evolve subtly or over long periods of time may 
fail to be perceived or noticed by would-be guardians, and changes to institutional arrangements that do 
not appear to threaten any (or enough) actors’ perceived underlying values may fail to motivate them to 
take action.   
Finally, it is interesting to note that, while there is a scarcity of research here by neo-
institutionalists, the bottom left quadrant is perhaps the most consistent with older institutional 
perspectives, especially in the work of Selznick (1957) and Zucker (1977).  In their work, the active 
infusion or support of a belief or value by a powerful agent, i.e., an institutional leader (Selznick, 1957), 
contributes to its persistence beyond the requirements of formal rationality through institutionalization “in 
which the moral becomes factual” (Zucker, 1977:726).  Although work in this area generally focuses on 
leadership in the establishment of new institutional arrangements (Glynn & Navis, Forthcoming), 
applying this theoretical lens to the context of ongoing institutional persistence may provide a common 
ground upon which to reconcile these two perspectives (Hirsch & Lounsbury, 1997) and begins to address 
Kraatz’s (2009) call for a return to a more Selznickian, value-oriented approach in institutional research. 
In conclusion, while institutional theorists have successfully incorporated both the concepts of 
change and of agency into their research agenda, the latter is implicitly linked with the former; agency is 
almost exclusively positioned as a mechanism for effecting change.  In this dissertation, I decouple 
agency from change to understand how institutional actors employ agency to consciously fight for the 
status quo when it is threatened.  This is an important distinction which helps prevent a potential 
normative bias that all change is progress, and identifies strategies and tactics uniquely appropriate or 
particularly well-suited for agents attempting to preserve the values already embedded in institutional 
arrangements that have come into question.  Given the variety of settings in which institutional 
guardianship is present (e.g., industry self-regulation, markets, marriage) and as a natural complement to 
institutional entrepreneurship research, this represents an important aspect of institutional life and an 
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opportunity for fruitful research.  Before moving on to provide a stylized history of my research context, 
the creation of the Securities and Exchange Commission in 1934, I close this chapter with a review of 
other institutional research employing that context. 
The SEC as a Research Context in Institutional Theory  
I selected the creation of the Securities and Exchange Commission as my empirical setting for 
several reasons, but most explicitly because it offered a complex and nuanced context in which to 
examine potential guardianship behaviors.  Since I expect guardianship to be triggered by perceived 
threat to one or more underlying values, the Senate investigation into the operation of the stock market 
met those criteria. First, it was highly public and visible, even being mentioned in President Roosevelt’s 
first inaugural address.  Second, there were many opportunities for various actors to perceive threat – 
reports of Congressional activity alluded to varying degrees of regulation, banks were closing, and the 
market itself had suffered an enormous loss of fiscal valuation.  Further, given the seriousness of the 
crisis, the resulting legislative action, while significant, left many, even most aspects of daily stock 
market operations effectively unchanged, suggesting that at least some actors may have worked 
consciously to preserve certain aspects of the institution in the face of that crisis.  By examining the 
actions of multiple actors, I hoped to contrast the work of those striving to preserve the institutional 
arrangements with those striving to change them.  Thus, unlike most research involving the SEC, it is not 
the actions of the SEC or the subsequent impact of those actions on the market on which I focus, but 
rather the actions leading up to the creation of the SEC itself. 
Given the regulatory nature of the SEC and its impact on corporate governance, it has received 
considerable attention from organizational scholars.  Frequently, it is acknowledged for its regulatory 
role, or in work relating to corporate governance or compliance, such as recent work relating to the 
Sarbanes Oxley Act both in terms of management control systems (e.g., Braganza & Desouza, 2006) and 
on the impact on organizational behavior (e.g., Schwarzkopf & Miller, 2005).  In addition, there is 
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another group of articles that focus on the policies (economic, financial, monetary) which preceded the 
crash of 1929 and collapse of 1933 (e.g., Meltzer, 2001), analyzing them to determine if or how the crisis 
might have been avoided, as well as others that focus on the implications for accounting as a profession 
that result from the establishment of the SEC (e.g., Healy, 1938).   
However, since I am interested in an institutional account of the creation of the SEC, most of that 
work is not relevant to this study.  A search for articles that employ an organizational institutionalism 
framing of the SEC yielded only 49 articles, although there were others which use the term “institutional” 
as adopted in other fields (e.g., economic institutionalism, political institutions, etc.)  In most of the 49, 
the SEC is an actor influencing the organizational field (e.g., Mezias & Scarselletta, 1994; Suddaby & 
Greenwood, 2005; Thornton, Jones, & Kury, 2005), and conceptualized as either an exogenous (e.g., 
Fligstein, 2001) or endogenous (Mezias & Scarselletta, 1994) force.  This is consistent with the SEC’s 
regulatory purview.   
My focus, however, is more specifically on the institutional processes that led to the creation of 
the SEC, rather than the institutional forces it has exerted as an established actor in (or around) the field.  
Therefore, I reviewed those 49 articles for references to the creation of the SEC and found only one 
article (Bealing, Dirsmith, & Fogarty, 1996) with that focus.  This article, however, focuses not on how 
the SEC came into existence, but rather on how it engages in seemingly ceremonial action to gain 
legitimacy and appease the various constituents it serves immediately after it is created.  It does present a 
history of the creation of the SEC, but as background (as I do with the Market Crash of 1929 in the next 
Chapter), rather than as the focus of research.  The actual analysis is of actions of the SEC itself.   While I 
perform the same type of analysis, I am interested in the actions that resulted in the formation of the 
organization, not in how it operated in its earliest years.  The difference is evident using the analogy of 
“the birth of the SEC”, in which their study examines neonatal behaviors while I focus on gestation, labor, 
and delivery.   
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More recently, Rubstova, DeJordy, Glynn, and Zald (2010) have examined the evolution of 
institutional logics in the stock market field and how these have affected the implementation of financial 
regulation.  They find that government bodies enacting regulation are embedded in, and subject to, the 
same institutional logics which dominate the field.  Their internalization of these logics shapes the 
regulation they enact in response to crisis events.  Their analysis concludes with the enactment of the 
Securities Exchange Act of 1934, which creates the SEC.  The focus of that research is on how 
government regulation reflects and subsequently shapes dominant institutional logics in the stock market 
field.  The research reported upon here delves into the mechanisms by which actors promote the stability 
of institutions that have come under threat.  While there is overlap, their work focuses on institutional 
factors that explain the content of regulation, while this work examines the micro-process by which it is 
formed and enacted.  Based on this review, I believe this dissertation may be the first systematic 
institutional analysis of the micro-processes behind the creation of the SEC. 
In this chapter, I have framed my dissertation in terms of the relevant research both from the 
perspective of institutional theory, recounting the treatment of change and agency in various streams of 
research, and from the perspective of my empirical setting, the creation of the Securities and Exchange 
Commission.  In the next chapter, I present a stylized history of the events leading to the creation of the 
SEC to provide context for my empirical analysis before outlining my methods in Chapter 4.  
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CHAPTER 3: A STYLIZED HISTORY OF THE STOCK MARKET BEFORE 1934 
The fundamental business of the country, that is the production and distribution of commodities, is on a 
sound and prosperous basis. 
(President Herbert Hoover, October 25, 1929) 
 
Perhaps the most enduring and most visible product of the stock market crash that started in 1929 
is the creation of the Securities and Exchange Commission (SEC).  The body was vested with the power 
to enforce the provisions of the Securities Act of 1933 (the so-called “Truth In Securities Act which 
requires disclosure of material financial information for new securities issues on the primary market) and 
the Securities and Exchange Act of 1934 (which, in addition to creating the SEC, compels periodic 
disclosure of similar information for all securities exchanged on the secondary market).  As explained by 
Rubstov and colleagues (2010), the market crises leading into the Great Depression were the latest in a 
series of market crises; however, unlike its predecessors, the crash begun in 1929 was both of greater 
magnitude, reducing the monetary value of traded securities by 90% over six months, and more enduring, 
affecting financial sector activities well into 1933.  It was in the context of the Great Depression that 
Franklin Roosevelt campaigned on his New Deal platform with a particular focus on securities reform.  
His landslide victory – carrying 42 of 48 states representing 89% of the Electoral College and an 18% 
point advantage in the popular vote – suggests an environment conducive to radical reform.  And, in fact, 
many of the New Deal programs implemented during his administration resulted in profound and lasting 
changes to the country and its culture (e.g., Social Security).  
It is easy to imagine then, that the SEC’s origins might recall Athena’s emergence from the 
forehead of Zeus, fully formed, armed, and ready for battle vested with broad and sweeping 
responsibilities and powers to stave off a reoccurrence of any such crisis, akin to the creation of the 
Homeland Security department in the wake of 9/11.  The crash had decimated the national economy and 
heralded in the Great Depression which permeated every aspect of social life in the early and mid 1930s.  
Instead, the SEC was born as a “toothless watchdog” whose mandate was not radical reform of the capital 
market’s structure or processes, but narrowly focused primarily on the simple assurance of proper 
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disclosure of material financial information for companies whose securities were publically traded.  Why, 
then, on one hand did the Social Security Act of 1935 effect lasting and sweeping social change while the 
Securities and Exchange of 1934 was limited primarily to issues of disclosure.  Comparatively, this 
represents an incremental, evolutionary approach, at most.  As Phillips and Zecher (1981:1) write: 
It would therefore be misleading to attach too much significance to a single episode such 
as the founding of the Securities and Exchange Commission (SEC) in the depths of the 
Great Depression.  While the event brought the full power of the federal government to 
the enforcement of the rules and regulations that already governed the issuance and 
trading of securities and contracts between managers and owners of corporations, those 
rules and regulations had been developing for about 150 years and may not have evolved 
in any significantly different way if the SEC had been founded 100 years earlier (or later, 
for that matter).  The market forces leading to the development of the earlier rules, and to 
the founding of exchanges and other organizations to enforce them, still may operate 
through the mechanisms of the SEC. 
I propose this narrow scope of enforcing “the rules and regulations that already governed” the 
market, can be better understood if we look at the actions undertaken by the actors involved in defining 
the form of the resultant legislation.  In particular, the President, who campaigned in part on a platform of 
significant securities reform; Congress, tasked with implementing such legislation; and the Wall Street 
insiders, who occupied central and privileged positions in the current institutional arrangements, all 
influenced the regulatory response that became embodied in the Securities and Exchange Commission.   
A full recounting of the conditions leading to the creation of the SEC in the exact form it took 
would date back to the seventeenth century (Bealing et al., 1996).  In this chapter, I present a highly 
stylized recounting of the conditions that led up to the two year period of 1933 and 1934 in which the 
Pecora Commission was established by the Senate to investigate “all ramifications of bad banking” 
(Seligman, 1982), starting with relevant federal and state legislation from the 1850s forward.  I focus 
particularly on the five years leading into Franklin Roosevelt’s first administration and the financial 
market crises from 1929 to 1933. 
Unlike the data for 1933 and 1934, which are primary data comprising verbatim transcriptions of 
hearing testimony, debates on the floors of Congress, as well as speeches and other formal 
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communications from the President and other key players, I compiled this history from a variety of 
secondary sources (Bealing et al., 1996; Karmel, 1982; Koslow, 1990; Meltzer, 2001; Pecora, 1939; 
Phillips & Zecher, 1981; Pointer & Schroeder, 1986; Seligman, 1982).  Detailed lists of the actors and 
events described in this summary are presented in Appendices A and B, respectively.  The summary is 
arranged primarily chronologically, focusing on events relevant to the stock market itself (e.g., the 
expansion in the 1920s, particular practices, and subsequent crash), and the role of government in 
business (e.g., precedent for federal regulation of business, previous government requirements of 
disclosure). 
The Boom Before The Crash 
In the aftermath of World War I, the 1920s were characterized by period of surplus and 
abundance, often labeled “the roaring 20s”.   This period was marked by dramatically increased 
productivity, with the United States Gross Domestic Product (GDP) soaring almost 50% in the nine years 
before the stock market crash of 1929.  It was also a period of then-unparalleled technological advance 
which led to embracing modernity.  The automobile, radio, chemical, and motion picture industries 
advanced considerably, while technological change, aided by mass production, resulted in urbanization, 
changing lifestyles, and a societal break with tradition. 
Much of the boom is credited to the Republican administrations’ laissez-faire and pro-business 
economic policies.  These policies were characterized by protective tariffs that privileged American 
businesses, major corporate tax reductions, and a general principle of getting the government out of 
business.  This philosophy was exceptionally typified by President Calvin Coolidge who took over upon 
Harding’s death in 1923 and served until 1929, by Herbert Hoover who served as Secretary of Commerce 
under both Harding and Coolidge before assuming the Presidency in 1929, and by Andrew Mellon, who 
served as Secretary of the Treasury for Harding, Coolidge, and Hoover. 
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However, in October 1929 the Stock Market crashed and would continue to do so until four 
months into Franklin Roosevelt’s administration.  The country entered the Great Depression, and the 
social liberalism of the 1920s reversed course.  Although the three Republican Administrations had 
adopted a laissez-faire economic policy, and President Hoover explicitly asserted a lack of constitutional 
authority for federal regulation of securities, just since the turn of the century the Sherman Anti-Trust Act, 
the Pujo Committee’s investigations into a Wall Street cabal, the 16th Amendment to the U.S. 
Constitution, the Clayton Anti-Trust Act, and the Federal Reserve Act all provided precedence for the 
federal government’s role in economic and corporate affairs.  During World War I, several government 
agencies formed committees to liaise with business interests to ensure resources were appropriately 
focused on the war effort, and many of them enacted or recommended requirements for disclosure of 
material financial information.   
Simultaneously, in the expanding economy, more people had money to invest and looked to the 
capital market and stock exchanges for high returns; in the 12 years ending in 1922, participation in the 
stock market more than doubled from 7 million to over 14 million people.  At the time, although the New 
York Stock Exchange (NYSE) was already the premier exchange, there were many other exchanges 
operating.  Any legal action involving stock markets at the time was undertaken at the state level.  
Although many states passed so-called “Blue Sky” laws to attempt to curb the offering and sale of 
frivolous stocks (e.g., for ventures that “promised the blue sky”), since many of these contained 
provisions for licensure of agents or interfered with interstate commerce, they were subsequently ruled 
unconstitutional in federal courts, making them ineffectual.  Even amidst publicity of extreme 
malfeasance by investment bankers, during the presidential campaign of 1932 in the depths of the 
depression, Hoover reasserted a lack of federal jurisdiction and the responsibility of states in regulating 
the exchanges, providing a platform upon which he proclaimed Roosevelt’s culpability in the devastating 
collapses of the New York Stock Exchange as Governor of New York. 
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Prior to the crash, several bills were introduced in Congress to regulate securities through 
disclosure requirements, including a bill sponsored by Rep. Andrew Volstead and another sponsored by 
Rep. Edward Taylor, both in 1919, as well as a 1922 bill from Rep. Edward Denison, and several actions 
from Sen. Carter Glass spanning 1927 and 1928.  These bills were all defeated, primarily based on 
lobbying from the business community grounded on their assessment that the cost of disclosure far 
exceeded the benefit.  Considering the economic boom, the arguments of the business community held 
considerable weight.   
However, by the time the last of those measures were introduced, indicators were available to 
suggest the market boom no longer reflected actual economic growth.  While the stock market advances 
generally tracked the gains in GDP over most of the decade, in the six months leading up to the 1928 
presidential election, stock prices on the NYSE doubled, far outpacing the growth in GDP.  During this 
time, Hoover successfully campaigned based on extending “Coolidge Prosperity” and the continuation of 
the Laissez-Faire economic policies.   
In February of 1929, the Federal Reserve Board cautioned members against borrowing money to 
loan for speculative activity in the stock market, and on March 6th, President Hoover urged the Federal 
Reserve Board to curtail lending for speculation.  Although the Federal Reserve held an unprecedented 
Saturday meeting, they took no action; however, these events did curb speculative fever and prices drop.  
On March 26th, however, National City Bank Chairman Charles E. Mitchell explicitly defied the Board’s 
warning and announced they would borrow money for the express purpose of backing speculative loans.  
Neither the Hoover administration nor the Federal Reserve Board interceded.  This sparked a resurgence 
of speculation, with brokers’ loans reaching a rate of $400 Million each month. Senator Carter Glass 
criticized the Federal Reserve Board for not denying the National City Bank loans. 
In October, the market crashed.  In the eight weeks between Labor Day and the end of October, 
the NYSE lost $18 Billion, representing 36% of its value.  During this time, President Hoover issued a 
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statement saying “the fundamental business of the country, that is, production and distribution of 
commodities, is on a sound and prosperous basis;” however, in November, he started assembling 
industrial leaders to elicit voluntary programs to maintain employment and wage levels.  Secretary of the 
Treasury Andrew Mellon, on the other hand, continued to promote the laissez-faire economic policy 
stating that the slump will liquidate itself and “purge the rottenness out of the system….People will work 
harder, live a more moral life.  Values will be adjusted and enterprising people will pick up the wreck 
from less competent people.”   
That winter Congress introduced six more bills to regulate the capital market through disclosure, 
margin loans, and/or restriction of short sales (selling stocks one does not presently own, with the 
expectation the liability can be covered by subsequent purchases of the same stock at a lower price).  
However, during this time, “the Little Bull Market” partially rebounded, and regained half the losses 
incurred in the fall by April.  This rebound, combined with President Hoover’s assertion that “we have 
passed the worst and with continued effort we shall rapidly recover,” created what we retrospectively 
know to be a false sense of confidence. 
Two months later, after President Hoover signed the Smoot-Hawley Tariff Act in June of 1930, 
the market began another decline.   Hoover then attempted to work directly with NYSE President Richard 
Whitney to promote self-regulation of the exchange, a strategy he pursued with a singular focus for the 
rest of his administration.  Initially Mr. Whitney used a radio address to assert the necessity of certain 
practices that had come under attack, in particular short-selling.  Although the administration still resisted 
federal regulation, Democrats gained control of the House of Representatives and 49% of the Senate in 
the midterm elections of 1930.  Subsequently, and spurred by Mr. Whitney’s radio address, they 
introduced no fewer than ten bills particularly aimed at regulating or eliminating short-sales within days 
of convening.  The confrontation between Congress and Wall Street was set in motion and by October 
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1931, although the Republicans retained control, Majority Leader James E. Watson warned President 
Hoover that a Senate investigation was inevitable. 
Hoover leveraged Congress’s adversarial stance to bolster his pleas for self-regulation of the 
exchanges.  Although the NYSE eventually implemented some policies to track or reduce speculative 
trading, a Senate investigation was authorized in March and began in April.  During these hearings, when 
testifying about the efficacy of the self-regulation tactics adopted by the NYSE, Mr. Whitney conceded he 
did not believe even the most stringent of these would hinder the activities (e.g., short-selling) they 
purported to.  Despite such admissions, the exchanges and investment banks easily out maneuvered the 
Senate’s attorneys, which precipitated several changes in counsel.  In the fall, Democrats gained not only 
the White House but control of both houses of Congress and the new chair of the Senate Committee on 
Banking and Currency retained Ferdinand Pecora as chief counsel for the Senate investigation.   
Pecora, known particularly for his aggressive cross-examination style, conducted his first hearing 
in early February, publicly exposing significant malfeasance on the part of both the Insull public utility 
and National City Bank.  However, the monetary crisis was in full swing and by the end of February eight 
states declared Bank Holidays.  On March 3rd the Federal Reserve Board temporarily suspended the gold 
standard.  The next day, amidst bank holidays in 35 states, during his inaugural address, President 
Franklin Roosevelt stated:  “Practices of the unscrupulous money changers stand indicted in the court of 
public opinion, rejected by the hearts and minds of men… The money changers have fled from the high 
seats in the temple of our civilization.  We may now restore the temple to the ancient truths.  The measure 
of the restoration lies in the extent to which we apply social values more noble than mere monetary 
profit” [Franklin Roosevelt, Inaugural Address, March 4, 1933]. 
This was the context in which the SEC was created as a complement to the existing institutional 
arrangement of the established capital market.  Fifteen months into Roosevelt’s first administration, both 
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the Securities Act of 1933 and the Securities Exchange Act of 1934 were passed by Congress and signed 
into law, and the SEC was created and staffed.   
Given the highly political and visible context, and the serious implications for the national 
economy and public welfare, the potential is high for the use of agency to promote not only innovation 
and change, but also persistence and stability, at the federal level.  As Rubstov and colleagues show 
(2010), the nature and scope of federal regulation had increased since the inception of the capital market 
but it generally lagged behind and mimicked state legislation.  The Pujo Committee gave federal clout to 
concerns from the New York state legislature, and set the stage for the 16th Amendment to the U.S. 
Constitution, the Federal Reserve Act of 1913, and the Clayton Anti-Trust Act of 1914.  Federal 
entanglement with the market economy had gained acceptance, which, combined with the widely-
publicized establishment of the Pecora Commission, heralded the potential for significant, yet-to-be-
defined federal involvement in the institution of the stock market.  In the next chapter, I present an 
overview of my methodology and the data used in my analyses, before my presenting my findings. 
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CHAPTER 4: METHODS 
The purpose of grounded theory is not to make truth statements about reality, but, rather to elicit fresh 
understandings about patterned relationships between social actors and how these relationships and 
interactions actively construct reality. 
(Suddaby, 2006:636) 
 
Given the exploratory nature of my research questions, I adopted inductive, qualitative methods 
to investigate the phenomenon of Institutional Guardianship in an archival setting.  In particular, I 
followed the general guidelines outlined by Strauss and Corbin (1998) and Miles and Huberman (1994), 
with particular focus on grounded theory and the latter’s domain of archival research.   
This approach is consistent with Lee’s (1999) discussion of Miles and Huberman’s (1994) 
considerations for qualitative research.  Specifically, my empirical setting holds intrinsic interest, namely 
the highly elaborated and contested debate over federal securities regulation; requires thick descriptions to 
convey the richness of the setting; and, most importantly, requires the publically enacted and lived 
meanings of the actors involved.  Since I am particularly focusing on understanding the microprocesses 
enabling the preservation of institutions, which embody persistent social arrangements and meaning 
systems, it was essential to engage the qualitative experiences of actors captured in the archival accounts 
of this process.  The final consideration, requiring longitudinal effort, is less relevant for an archival 
analysis, but it is still necessary to place the analysis in a temporal context and to examine the evolution 
of the process across the temporal period captured in the archival data.  Such analysis is consistent with 
the methods commonly employed in evaluating the interaction between actors and institutional forces 
(e.g., Suddaby & Greenwood, 2005; Zilber, 2002). 
The remainder of this chapter is arranged as follows.  First, I present an overview of my data 
sources, identifying both the primary data sources which captured the contemporary accounts (which I 
term speech events, although they include both transcripts of spoken words, such as testimony at a 
hearing, as well as written correspondence, such as letters or prepared statements) of actors immersed in 
this setting, as well as an overview of the secondary data sources which helped inform the context in 
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which the primary data were generated.  I then discuss how I sampled texts from the voluminous corpus 
of primary data for more detailed analyses, and close with a discussion of my analytic technique.   
Primary Data 
The principal data analyzed in this dissertation comprise the legislative history of the Securities 
and Exchange Act of 1934, supplemented by a few other relevant items (e.g., President Roosevelt’s first 
inaugural address).  This Act embodies the product of considerable work and effort from a varied 
constituency.  Although authored by Congress, it is most directly linked to the extensive investigative 
hearings of the Pecora Commission, which heard testimony from no less than 70 Wall Street executives, 
and written statements and communications from as many more.  Taken together, the legislative history 
represents a range of actors embedded in the institution, from Wall Street insiders to average citizens who 
lost their life savings and wrote to their Congressman, and had the potential to represent as many distinct 
perspectives in support of, or opposition to, significant securities reform.   
As such, the legislative history comprehensively captures the public debate, from all parties 
involved: proposals, counter-proposals, rationale, and proposed as well as enacted legislation, and 
provides the best insight into the thought processes and evolution of what eventually became the 
Securities and Exchange Act of 1934.  For an initial list of items, I drew on the work of J.S. Ellenberger 
and Ellen P. Mahar (1973), who compiled the legislative history of the Securities regulation in 1933 and 
1934, assembled into 11 bound volumes.  Together, these acts established the Securities and Exchange 
Commission and infused it with specific regulatory functions within the capital market.  These data 
comprise volumes of verbatim testimony at investigative hearings, debate on the floors of both houses of 
Congress, as well as minutes and official reports of the various committees related to these actions, as 
well as the text of the actual Acts themselves.  Importantly, also included in these data are other items, 
such as letters from President Roosevelt, the president of the NYSE, as well as news items and letters 
from constituents read into the Congressional Record verbatim.  I supplemented those data with 
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additional items that my research identified as relevant.  Although I drew on both acts to establish the 
context of my dissertation, my analysis focused on the Securities Exchange Act of 1934, which 
established the Securities and Exchange Commission (SEC).  A complete list of the documents which 
comprise the primary data is provided in Appendix C. 
All together, the primary data comprise 4,642 pages of data, primarily in single-spaced, two-
column format.  Converting these data to electronic form generally doubled or tripled the page count, 
when single spaced with one-inch margins in Microsoft Word. 
Secondary Data 
While I only analyzed the primary data, I inform the context in which those activities took place 
with secondary data.  It is from these data, for instance, that I constructed the narrative presented in 
Chapter 3.  These data are not part of the analyses per se, but rather serve to help understand the social 
milieu in which the key players were acting.  These data fall principally into three categories:  third 
person contemporary accounts, such as newspaper articles or editorials reporting on the state of the 
institution itself (i.e., the stock market) or the activities of the key players working the issue; third person 
retrospective accounts, such as academic histories of the stock market or creation of the SEC including 
Joel Seligman’s The Transformation of Wall Street and Susan Phillips and Richard Zecher’s The SEC and 
the Public Interest, or historical legal analysis of related laws, such as Louis Loss and Edward M. 
Cowett’s book Blue Sky Law;  and finally first person retrospective accounts of the events, such as 
Ferdinand Pecora’s book recounting the Senate’s hearings on stock market practices, Wall Street Under 
Oath. 
While these do not serve as data to be analyzed, they do help inform the analyses by providing 
insights into the social environment and, in the lattermost case, the thought processes underlying the 
actions being analyzed.  These secondary sources serve to situate the actions in their temporal and social 
contexts, allowing for a “thicker” description, “richer” interpretation, and a better understanding of the 
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context in which the accounts which comprise the primary data were created.  In this sense, I “identify 
influential factors in the broader social structural context: the history, politics, economics, and/or culture 
… in which the case occurs” (Vaughn, 1992:179) and adhere to the considerations for archival qualitative 
research outlined by Miles and Huberman (1994). 
 
Sampling 
Combined, the primary data comprise seven volumes and nearly 5,000 pages.  While the nuanced 
evolution of the exact wording of the Acts eventually passed by Congress may be of interest to legal and 
regulatory scholars, in this dissertation I focus on advancing our understanding of the mechanisms of 
Institutional Guardianship.  As such, within the research context, I sampled individual activities that meet 
Vaughn’s (1992) three criteria for theoretical sampling: 1) they are potential examples of institutional 
guardianship, 2) the activities vary in size and complexity, and 3) they vary in function, representing 
actors with a variety of interests (e.g., politicians from both parties, investors, investment bankers, and the 
exchange itself).   
While all of the data comprising the legislative history are potentially relevant to the setting of 
this dissertation, some documents meet these three criteria better than others.  For example, the hearings, 
floor debates, statements, and reports are most likely to provide insight into the motivations and 
rationalizations of key players, especially as they respond to each other in a dialectic process or provide 
explicit rationalizing accounts for their actions and proposals.  These types of activities provide the best 
potential insight into the process of institutional guardianship.  For that reason, I focused on the 
statements associated with the initiations of certain actions (e.g., the President’s statements to Congress, 
statements made with the introduction of bills) and sections of the hearings and floor debates which focus 
on responses to proposed legislative action and which explicated the thought processes of the spectrum of 
actors involved.   
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Within those categories, I chose items representing cases of activities that varied in scope and 
complexity (e.g., broad and focused initiatives), and that represented actors from a variety of interests 
(e.g., Congress, the Administration, the Stock Exchange, Investment Bankers).  Despite including a wider 
variety of actors in my sampling, commonalities emerged around three categories of actors who 
effectively acted uniformly: The President, Congress, and Wall Street.  I also selected documents from 
various times during the deliberations about the regulation of securities exchanges. Thus, consistent with 
grounded theory, my sampling was theoretical, rather than random, to ensure the individual activities 
analyzed collectively address these selection criteria and consistent with the directive that:  “When 
building theory inductively, the concern is with representativeness of the concepts and how concepts 
vary dimensionally.  We look for instances in which a concept might be present or absent and ask why.  
Why is it there?  Why is it not there?  What form does it take?”  (Strauss & Corbin, 1998:214 emphasis in 
original).  Since my focus is on the objects and mechanisms of Institutional Guardianship, I looked for 
potential variance in those, both their presence and their form.  For example, going into the study, I 
expected the President to be promoting change, not persistence, and Wall Street actors to have the 
opposite stance, and ensured that both parties were represented in my theoretical sampling.   
Sampling and analysis of texts evolved in an iterative process, going back and forth between the 
data, emergent codes, and the literature, as well as the mandates of grounded theory (e.g., constant 
comparison), until no material insights were found from the analysis of new documents, indicating 
theoretical saturation (Glaser & Strauss, 1967).  In the end, although I read at least some portion of every 
item listed in Appendix C, I performed detailed coding on all or part of approximately half of them.   
Analytic Technique 
Although inductive in nature, qualitative analysis consistent with grounded theory can be 
informed by theory (Strauss & Corbin, 1998).  As such, coding is explicitly a generative, iterative, and 
emergent process. To facilitate coding, I scanned relevant documents from the legislative history and, 
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when practicable, converted them to full text using optical character recognition software.  These 
documents were then loaded into Atlas.TI for coding.  Atlas.TI provides flexible coding capabilities, 
supporting both the use of a predetermined codebook and the establishment of new, emergent codes 
consistent with my approach.  Codes emerged through iterative coding conducted in several phases.  
Initially, I coded based on constructs salient to the phenomenon as captured in the archival reports.  In this 
phase, many unique and different codes were introduced, grounded in the data and were often in vivo 
codes (i.e., a code was created using the exact words appearing in the data).  At this point, armed with my 
research question, coding was prolific and highlighted any speech events that suggested preservation or 
persistence. 
After coding a small subset of items from each actor, I looked within and between documents and 
across codes, to begin identifying emergent constructs.  At this point, similar codes were combined (for 
example, there were a bunch of codes like “fair prices” and “fair practices” and “fair access,” which were 
combined into a single code of “fairness”).  Based on this set of codes, I returned to another iteration of 
coding, also drawing on theory to help understand how these emergent constructs may be relevant to the 
larger institutional context.  For example, the concept of “fairness” resonated with Weber’s (1948) 
concept of “substantive rationality,” which informs the institutional perspective advanced in this work 
(DeJordy & Almond, 2008). 
In this next stage of coding, additional first order constructs were identified, but I also performed 
axial coding to link together constructs that captured important themes from the data (Strauss & Corbin, 
1998).  In this section, I was able to identify theoretically relevant second order constructs, or themes, 
with which multiple first order codes were associated.  A high level codebook, arranged by major theme 
and providing descriptions of first order constructs, is presented in Table 4.1.  Following other qualitative 
researchers (e.g., Corley & Gioia, 2004; Pratt, Rockmann, & Kaufmann, 2006), I also provide a more 
detailed graphic representation of the coding process, tracing examples of data through multiple phases of 
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coding to represent the iterative coding process that grounds the analysis in the data and leverages 
existing theory, allowing new insights to emerge from the data.  This graphic representation, Figure 4.1, 
follows the code book. 
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Table 4.1: Final Codebook Arranged by Theme 
Theme: Genesis of Current Market Conditions 
 Code: Speculation Use for references to speculation, excessive speculation, dangerous speculation, or inappropriate risk 
Code: Manipulation and Fraud Use for activities designed to influence or manipulate the prices of shares or apparent volume of transactions, 
rather than to actually execute sales that result in a change of ownership. 
Also use for the knowing dissemination of incorrect or misleading information. 
Code: Abuse of Privilege Use for activities which take advantage of structurally privileged positions (e.g., company executives use of 
options to fund pools with no risk) or the products thereof (e.g., use of insider information) 
Code: Excessive Credit Use for comments referring to “easy money”, ”low margin requirement”, “lack of rigorous credit checks”, or “easy 
lending” as fostering or creating speculation. 
Code: Normal Operations Use for assertions that recent market behaviors are a normal part of the market economy and cannot be avoided. 
Theme: Values  & Purpose 
 Code: The Public Interest Use for associating the market with the general public welfare, the well-being of the national economy, or for 
protecting citizens from inappropriate behavior.  
Code: Fairness Use for assertions that the market should provide fair access to all citizens, should be transparent, or otherwise not 
systemically preclude or favor any individuals or groups. 
Code: Efficiency & Adaptability Use for statements that the market should operate efficiently to provide quotations and prices for securities, 
valuations for companies, and adapt appropriately to changing contexts. 
Code: Patriotism Use for statements asserting the primacy of states’ rights over federal government, and for reduction or elimination 
of federal involvement in exchanges or securities regulation. 
Code: Free & Open Market Use for statements espousing the values and benefits of a free and open market. 
Theme: Jurisdiction 
 Code: Interstate Commerce &  
 Use of the Mails 
Use for assertions that securities exchanges engage in interstate commerce or depend upon the mails, indirectly 
subjecting them to Congressional jurisdiction.  
Do NOT use for direct arguments about constitutionality; instead use Constitutionality & Federalism below. 
Code: General Welfare & 
 National Economy  
Use for direct or indirect assertions that securities and exchanges affect the general welfare through economic 
conditions (hardship and/or windfall), and affect the flow of capital, and industry, within the national economy. 
Code: Constitutionality &  
 Federalism 
Use for direct references to the constitutionality, or lack thereof, of federal regulation of securities and exchanges. 
Theme: Proposals and Actions 
 Code: Promote Federal 
 Regulation  
Use for actions or statements that assert the need for, appropriateness of, or otherwise promote, federal regulation 
of securities exchange. 
Code: Fight Federal Regulation  Use for actions or statements that discredit, reject, or otherwise undermine the need for or appropriateness of 
federal regulation of securities exchange. 
Code: Promote Self-Regulation Use for actions or statements that enact, assert the sufficiency or appropriateness of, or otherwise promote self-
regulation of the exchanges. 
Code: Propose Alternatives Use for proposals that offer alternatives in lieu of proposed legislation not captured in the other three items in this 
theme. 
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Figure 4.1: Graphic Representation of the Coding Process Grounded in the Data 
 
 
 
 
 
 
 
 
 
Speculation 
Abuse of Privilege 
Manipulation & Fraud 
• Statements invoking images of “gambling” 
• Statements of moral hazard (e.g., “risked his pay envelope”) 
• Negative descriptions of speculation (e.g., labeling it “unwise” and “destructive”). 
• Statements linking speculation to temptation (e.g., “far too alluring”) 
• Direct assertion of causal links, such as:  “The can be little question that stock market 
speculation is among the most potent factors which have contributed to the long depression” 
• Descriptions of manipulation of trading volume, including: 
• Pools and wash sales, by which a group can “more or less control prices” 
• And “pools have been found to violate the public interest in no small degree.” 
• Any activity which “creates a false and deceptive appearance of genuine demand” 
• Short Selling, “is exerted towards exaggerating, rather than checking, the downward swing of 
prices.” 
• Extended stories about use of options and insider information, e.g.:The recounting of Albert 
Wiggin’s short sale of his personal and family stock because he felt prices wre “ridiculously 
high” in Chase National Bank, while he simultaneously, as CEO of Chase National 
Securities, had that firm purchase the same stock at those prices. 
Excessive Credit 
Normal Operations 
• Statements that “other persons” (besides insiders) could do things Congress described as 
manipulative. 
• Statements that “If there are no improper transactions … the exchange does not object” 
• Statements that short selling “gives to the market its only compulsory buyers.” 
• Statements about the inevitability of panics and booms (e.g., “the elimination of speculation 
… [does not] guarantee whatsoever that we will not have panics and booms and depressions 
in the future.” 
• Statements about “the celerity with which margin transactions were arranged” 
• Statements about “the absence of any scrutiny … of the personal credit of the borrower” 
• Statements that “Bankers … did not have control of the money situation.” 
Genesis of 
Current 
Situation 
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Fairness 
• Statements in support of states’ rights and opposition to federal securities regulation,  e.g., “I 
don’t believe the liberalism of today is predicated on the conception of a national as opposed 
to a Federal Government.” 
• Statements (implicitly) opposing a nationalization of business or exchanges, e.g., “the bill may 
have been intended to establish indirectly a form of nationalization of business and industry 
which has hitherto been alien to the American theory of Federal Government.” 
Efficiency & 
Adaptability 
Patriotism 
• Statements about “prevent[ing] inequitable and unfair practices on such exchanges.” 
• Statements about information which is “false or misleading with respect to any material fact” 
• Statements about “the unfair use of information … obtained by such beneficial owner, 
director, or officer by reason of his relationship to the issue.” 
• Statements about rules that prevent “practices which unfairly influence the price of securities” 
• Statements about not compromising efficient operations, e.g., “will prevent the flow of capital 
into business.” 
• Statements about the dangers of too rigidly regulating the market so it can react quickly to 
changing conditions .e.g., “Rules of law effective today would be worse than useless 
tomorrow.” 
• Statements about reducing the scope of the market e.g., requirements “require liquidation of a 
substantial number of accounts.” 
• Statements about financial efficiency and profitability, e.g., “represents a tax upon the 
securities business.” 
The Public Interest 
• Statements about “protecting investors” 
• Statements about “appropriate for the public interest” 
• Statements about representing and protecting “the average investor”  
• Statements about preventing activities that work “to the detriment of actual investors” 
Values 
& 
Purpose 
Free & Open Markets 
• Statements about the need to “insure the maintenance of fair and honest markets” 
• Statements about exchanges as “necessary and of definite value to our commercial and 
agricultural life.” 
• Statements about the market’s accommodation of commerce and industry 
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General Welfare & 
National Economy 
Constitutionality & 
Federalism 
• Statements invoking the federal government’s broad mandate to promote general welfare, 
e.g., activities “which burden interstate commerce adversely affect the general welfare [and] 
are precipitated, intensified, and prolonged by … securities.” 
• Statements directly linking securities to the national economy, e.g. “Directly or indirectly the 
influence of [securities] transactions permeates our national economy.” 
• Statements that the public are affected by exchanges, e.g., warning “not to upset the market 
upon which those people [the public] rely for liquidation of their securities.” 
• Direct links (as opposed to indirect links through general welfare or interstate commerce) to 
constitutional authority for federal regulation of securities, including: 
• Quoting the Constitution (con): “The powers not delegated to the United States by the 
Constitution nor prohibited by it to the States, are reserved to the States respectively and to 
the people.” 
• Interpreting the Constitution (pro): “Our Constitution is so simple and practical that it is 
possible always to meet extraordinary needs by changes in emphasis and arrangement 
without loss of essential form.” 
Interstate Commerce  
& the Mails 
• Statements explaining that securities transactions cross state boundaries, e.g., “exchanges in 
many parts of the country…conduct of, of course a national business because their customers 
live in every part of the country.” 
• Statements explaining securities transactions are “effected by means of the mails and 
instrumentalities of interstate commerce.” 
Jurisdiction 
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Fight Federal 
Regulation 
• Propose alternatives to the proposed legislation, including: 
• “The remedy for this situation is a national incorporate law” 
• Creation of “an authority or board to consist of 7 members” 
• Recommend population of the regulatory board include 2 members “representative of stock 
exchanges.” 
Promote  
Self-Regulation 
Propose Alternatives 
• Casting Federal Regulation as radical and dangerous, e.g., :The bill “contains sweeping and 
drastic provisions which affect seriously the business of all members.” 
• Enlisting others to oppose regulation, e.g. “As a stockholder … I have been urged to write to 
you protesting against the proposed securities exchange act.” 
• Openly opposing it, e.g. “I appear before you in opposition to Senate Bill No. 2693” 
• Statements that exchanges rules can be used to address perceived problems, e.g. “We have 
… Rules and regulations, yes, to prevent dishonest practices.” 
• Also, the adoption of such rules, as indicated by changes to the Exchanges By Laws, and the 
publicizing of such acts. 
Promote Federal 
Regulation 
• Statements and acts promoting federal regulation, including: 
• admitting a bill legislating Feeral regulation for Congressional consideration, and/or drafting 
such a bill, and/or voting favorably on such a bill 
• Recommending that Congress enact “legislation for the regulation by the Federal 
Government of the operation of exchanges. 
• Framing Federal Regulation as a solution to market problems, e.g., “The bill just introduced 
… [brings] safety to the general public in the field of investment” 
Proposals 
& Actions 
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Although I have presented these phases as sequential, the mandates of constant comparison and 
theoretical sampling associated with grounded theory (Glaser & Strauss, 1967; Strauss & Corbin, 1998; 
Suddaby, 2006) require that this process be iterative and flexible, yielding a far less discreet progression 
than is suggested by the description above.  In the next two chapters, I present the findings from my 
analysis.  First, in chapter five, I identify the emergent constructs and themes, grounding them in the data.  
Then, in chapter six, I present the actor-specific analysis of the patterned interactions of those constructs 
across their efforts to respond to the institutional context. 
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CHAPTER 5: ANALYSIS AND EMERGENT CONSTRUCTS 
Legislative history, it appears, almost always has something for everybody. 
(Justice Anton Scalia, April 21, 2010, Jerman v. Carlisle et al.) 
 
To address my research questions, I conducted qualitative analysis of primary source documents 
from the public and highly contested deliberations that resulted in the creation of the Securities and 
Exchange Commission.  My analysis revealed that various actors employed intricate patterns of speech 
events which, taken together, shaped the development of regulation manifest in the Securities Exchange 
Act of 1934 and the Securities and Exchange Commission.  In this chapter, I present the findings from 
those analyses, arranged according to the major themes which emerged out of the analysis described in 
the previous chapter.  In order to “minimize the violence” to the data in presenting my analysis (Pratt, 
2008:499), I ground each construct in examples from the data, identifying the various first order 
constructs which comprise each of the four major themes:  genesis of current situation, values and 
purpose, jurisdictions, and proposed actions.  I show how these themes relate to the construct of 
institutional guardianship by capturing the guardians’ answers to why the institution is in the condition it 
is in (genesis of current situation),  what they perceive the institution represents (values and purpose) , 
who should address the crisis (jurisdiction), and how they should do so (proposed actions).  Thus, this 
chapter focuses on the data analysis yielding the identification of emergent constructs and recapitulates 
the emergence of those constructs; discussion of the connections between the various constructs, as well 
as actors’ patterned use of the constructs, are deferred to the next chapter. 
Genesis of Current Situation 
One of the first constructs to emerge from my analyses dealt with the various actors’ portrayal of 
the problems underlying the crisis which predicated these discussions and eventual regulatory action.  
During an earlier round of coding, I had created a category of Statement of Problems which subsumed 
many of the first order constructs now contained in this construct; however, in comparing across actors, it 
was difficult to find sufficient evidence from the Wall Street category to support that category, since they 
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generally made no statements indicating the existence of a problem, at least not with the stock market 
itself.  The very absence of problem statements from Wall Street actors, however, was useful data and led 
to broadening the category to Genesis of Current Situation, which allows for attributions of the genesis of 
the current situation without casting it necessarily as a problem.  This category comprises five first order 
constructs:  speculation, manipulation and fraud, abuse of privilege, excessive credit, and normal 
operations, which I address individually below. 
Speculation.  The most widely promoted attribution for the genesis of the current situation across 
all the data and all the actors was that speculation, often prefaced with ‘excessive,’ it was commonly 
asserted as causal of the current market condition.  Interestingly, however, the term speculation was used 
ambiguously, interpreted differently by different actors.  There were even explicit, but inconclusive, 
discussions of the meaning of the term during Senate testimony. 
Perhaps the most direct attribution of causality to excessive speculation comes from the President 
in a message to Congress, he states that he supports regulation “for the elimination of unnecessary, 
unwise, and destructive speculation” [LH;4;5;2264]1
                                                     
1 Most of the quoted data comes from the Legislative History of the Securities Exchange Act compiled by J.S. 
Ellenberger and Ellen P. Mahar in 1973.  Since this reproduces data from many sources, the history is arranged by 
items and divided into volumes.  The citation LH;4;5;2264 means this data excerpt can be found in Volume 4, Item 
5; and page 2264 within that item, as all items have their own page numbering.  
.  While his wording implies a qualification on 
certain types of speculation that are counterproductive, earlier in the same message he makes the 
distinction clear, stating “that outside the field of legitimate investment, naked speculation has been made 
far too alluring and far too easy” [LH;4;5;2264].  In this sense, the President appears to bifurcate stock-
related activity between investment, which is legitimate and beneficial, and speculation, which is not.  He 
maintains this singular focus on speculation through the enactment of the Securities Exchange Act of 
1934.  However, it is important that his definition of speculation subsumes activities that others may not, 
as evidenced below: 
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Such speculation has run the scales from the individual who has risked his pay envelope 
or his meager savings on a margin transaction involving stocks with whose true value he 
was wholly unfamiliar, to the pool of individuals or corporations with large resources, 
often not their own, which sought by manipulation to raise or depress market quotations 
far out of line with reason, all of this resulting in loss to the average investor, who is of 
necessity personally uninformed.   [LH;4;5;2264] 
While bundling many activities under the heading of speculation in this passage, he touches on 
other activities which others distill into distinct categories.  His allusion to risking a pay envelope 
resonates with other speech in which he invokes the word gambling.  Coupled with the previous quote 
where such gambling is made “far too alluring,” his use of language suggests temptation toward the 
inappropriate, perhaps even immoral, activity of speculation, which he consistently ties directly to the 
market crisis.  For example, in another letter specifically to Senator Duncan Fletcher (Chair of the Senate 
Committee overseeing the investigation), the President goes further, stating: 
The people of this country are, in overwhelming majority, fully aware that unregulated 
speculation in securities and in commodities was one of the most important contributing 
factors in the artificial and unwarranted “boom” which had so much to do with the 
terrible conditions of the years following 1929. [LH;5;17;2] 
Echoing the President’s perspective, Congress also posited causality between speculation and the 
market conditions which precipitated the hearings and debates they were engaged in.  For example, in 
early discussions in Congress, Senator Fletcher states “There can be little question that stock-market 
speculation is among the most potent of the factors which have contributed to the long depression.” 
[LH;5;17;3]  And, the official report offered as a result of the Senate Committee on Banking and 
Currency, states: 
In retrospect, the fact emerges with increasing clarity that the excessive and unrestrained 
speculation which dominated the securities markets in recent years, has disrupted the 
flow of credit, dislocated industry and trade, impeded the flow of interstate commerce, 
and brought in its train social consequences inimical to the public welfare. [LH;5;21;5] 
Wall Street actors, on the other hand, readily acknowledge that speculation takes place, but do not 
assert it played any role in bringing about the current market conditions.  They use the term frequently in 
their statements and in responses to questioning, but they make no causal attribution between speculation 
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and the market conditions.  In fact, they do not even acknowledge that current market conditions 
constitute a crisis; rather they assert the situation is the result of normal market operations, as discussed 
below.   
Manipulation and Fraud.  Above, the President alludes to several contributing factors to the 
speculative activity, including the individual investor’s comparative lack of information and the operation 
of pools.  Although the President generally subsumes these under speculation in his attributions of the 
genesis of the current situation, Congress parcels out several specific items which each contributed to the 
current market crisis, distinguishing them not as speculation, but as forms of manipulation and fraud, 
though they use those terms interchangeably.  Yet, despite more clear assertions of multiple activities 
leading to the current crisis, they also blur the lines between various forms of causality.  For example, in 
response to receiving a copy of a letter the New York Stock Exchange sends to members and corporate 
officials across the country soliciting public action against regulation, Senator Fletcher makes a statement 
as Chair of the Senate Committee on Banking and Currency which sponsored the Pecora Commission, 
stating: 
Only last summer – in 1933 – after the country had started on the road to recover, the 
facilities of the New York Stock Exchange were used by a group of selfish men in such a 
way as to give them very large profits.  Their method of doing business through the 
medium of pools, manipulations, options, put calls, and market rigging, left the public 
holding the bag as usual when the market collapsed in July 1933. 
It collapsed because it was run by these men as a gambling and manipulative market for 
insiders against outsiders.  [LH;4;7;3058] 
For example, they specifically delineate the effects of pools (where investors would work 
together to buy and sell shares in order to affect prices) and wash sales (in which actors working in 
concert would increase trading volume figures without any net ownership change), which both created a 
false sense of trading activity as forms of manipulation or fraud, as evident in this exchange during one 
hearing: 
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Mr. Pecora: But is it possible under the operation so the exchange for a group to so 
operate in the market as to more or less control prices for the time being? 
Mr. Whitney:  If their stock and if their money holds out: yes. [SEPH;6;224]2
And the subsequent elaboration in the Committee Report: 
 
The testimony before the Senate subcommittee again and again demonstrated that the 
activity fomented by a pool creates a false and deceptive appearance of genuine demand 
for the security on the part of the purchasing public and attracts persons relying on this 
misleading appearance to make purchase. [LH;5;21;32] 
However, manipulation of the volume of shares traded or prices was only one mechanism by 
which Congress asserted unsuspecting investors were misled.  They also identified the practice of 
brokerage houses and other vested interests disseminating favorable information about stocks through 
various channels (e.g., radio programs, newsletters, “flash” reports) as both manipulative and fraudulent.   
While many attributions of manipulation and fraud were uncontested, some were.  One highly 
contested practice linked by Congress to issues of manipulation and fraud was the practice of short sales – 
the selling of a stock one does not own with the intent of covering the sale later by purchasing the stock in 
the future at a lower price.  This became one of the most hotly debated, and from the perspective of Wall 
Street actors, defended, areas of stock market practice.  Arguments from Wall Street actors suggested that 
short sales were vital in stabilizing stock market prices, as those who had to cover their short sales would 
surely buy as the prices began to fall, thus preventing more precipitous falls.   However, Congress rejects 
these theories of how short selling impacts the market, and advances their own theory in their report: 
The theory assumes that short sellers cover when prices are declining sharply.  The 
contrary has frequently been proven.  During the summer of 1929, at the height of the 
great bull market, the short interest was relatively small.  But after the break it 
increased; and as the decline gained in severity the short interest continued to expand.  
As a general rule, only when it appears that the bottom is in sight does short covering 
come into the market in volume.  Thus, the cumulative influence of short selling is exerted 
toward exaggerating, rather than checking, the downward swing of prices. [LH;5;21;54] 
                                                     
2 Part of this testimony was quoted in the legislative history, but not included in it.  I therefore went to the verbatim 
transcript of the Stock Exchange Practices Hearings (SEPH) to understand the context of the statements included in 
the legislative history.  This quote is found on page 2224 of Part 6, which is available for download from 
http://www.archive.org/details/stockexchangepra06unit.  I shall use the form SEPH;6;2224 to cite data found in the 
verbatim transcripts of the hearing not fully included in the legislative history to provide a fuller context of the 
discussion. 
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Abuse of Privilege.  A third area of focus in Congress’s attempts to uncover the origins of the 
current condition is on the abuse of power and privilege.  Related to, but more specific than manipulation, 
from this perspective, the current conditions, at least in part, can be traced to people in powerful positions 
(e.g., CEOs of corporations or those holding options) exploiting the power of their positions for personal 
gain, and to the detriment of the market as a whole.  Examples of practices highlighted in this section 
include the use of options to fund pool operations and the use of insider information to trade on personal 
accounts.  One example of this is evident in Congress’s recounting of the various activities of Albert H. 
Wiggin, President of Chase National Bank, and several other corporations he controlled, including 
Metpotan Securities Corporation, that traded in securities. 
[D]uring the period from September 28, 1929, to November 4, 1929, Albert H. Wiggin, 
through his private corporations, had sold 42,506 shares of Chase National Bank stock 
short for the aggregated sum of $10,596,968.  Mr. Wiggin testified that he was motivated 
to effect these short sales because he felt that the price of Chase National Bank stock, as 
well as other bank stocks, was ridiculously high and he wanted to reduce his family 
holdings in Chase National Bank stock….Furthermore, these short sales were effected 
during the period when Albert H. Wiggin, as executive head of the Chase National Bank 
and its securities affiliate, permitted Chase Securities Corporation and Metpotan 
Securities Corporation to participate in trading syndicates … to stabilize the market, 
maintain their price, and obtain a wider distribution among the investing public when he 
knew the bank stock was selling at a “ridiculously high” price.   [LH;5;21;189] 
Excessive Credit.  The final source of the current market conditions asserted by Congress is easy 
access.  They state: 
The celerity with which margin transactions were arranged and the absence of any 
scrutiny by the broker of the personal credit of the borrower, encouraged persons in all 
walks of life to embark upon speculative ventures in which they were doomed by their 
lack of skill and experience to certain loss. [LH;5;21;9] 
As evident in the final line, Congress’s various statements on the genesis of the current market 
condition are not a series of independent direct effects, but rather suggest various forms of mediation and 
moderation between them.  In this case, the freely available credit facilitates speculation by even, perhaps 
especially, those ill-suited to such activity.  This easy access to credit took two forms: First, credit 
flowing directly through the traditional margin loans from brokers through banks who were members of 
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the Federal Reserve System – which effectively meant your brokerage firm loaned you the money 
required to buy the stocks it recommended.  Since, in those operations the credit was used to purchase 
securities, the debt was, in practice, secured through the securities purchased with it.  However, as 
mentioned in Chapter 3, the volume of margin transactions was increasing and the Federal Reserve had 
taken no substantive action to curb margin-fueled speculation, even when member banks ignored their 
guidelines or warnings.   
The second, increasingly prevalent source of easy credit, however, came from nonbanking 
institutions.  In addition to simply fueling speculation, Congress posited links from this phenomenon to 
other market and economic problems: 
Loans by nonbanking lenders tend to decrease bank deposits and to reduce the lending 
power of banks to commerce and industry; and the fact that such loans increase the cost 
of credit to legitimate business. [LH;5;21;13] 
Thus, the prevalence of nonbanking loans to purchase securities not only increased speculative 
fever, but diverted capital and credit away from other areas of the economy and financial markets. 
Interestingly, this is the only theory of causality with which Wall Street agrees, at least in part.  
While still maintaining that all practices of the stock market itself have been appropriate and normal, they 
concur with the potential dangers of nonbank lending for margin transactions.  Charles Mitchell, President 
of National City Bank, testified: 
Bankers, in other words, did not have control of the money situation.  It was in the 
control of the so-called “others.”  And we did everything in our power to find a 
correction of that fundamental fault.  [SEPH;6;1815] 
Various internal communications subpoenaed by the Pecora Commission confirmed that Wall 
Street actors were both aware of and concerned with this phenomenon as early as January of 1929, when 
an internal report from one investment bank goes so far as to state “The situation is not comforting, from 
the business point of view”  [LH;5;21;15].  While this does deviate from the Wall Street actors’ general 
assertion that there are not systemic problems to be addressed, their position is not surprising since this 
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particular form of credit cuts into their business.  At this time, most of the major securities firms were 
subsidiaries of banks (e.g., National City Corporation was the securities arm of National City Bank), so 
non-bank lending represented a source of unwanted competition.  Thus, the only area Wall Street bankers 
and securities traders asserted a systemic problem is when “others” competed with their operations. 
Normal Operations.  However, other than the dangers of nonbanking loans, Wall Street actors did 
not advance any other statements on extraordinary events that led to the current market conditions, nor 
even readily admit that the current market conditions were in some way flawed.  They eventually (Feb. 
28, 1934) assert that: 
It is the purpose of the New York Stock Exchange to assist in every possible way in the 
prevention of fraudulent practices affecting stock-exchange transactions, excessive 
speculation, and manipulation of security prices. [LH;6;22;6582] 
However, they volunteer no specific examples of practices that would fall into these categories 
nor ever grant that any of those are related to the current market conditions.  Even when they abstractly 
agree to assist Congress in various efforts that are beneficial for the public, saying, for example, “If the 
public is to really gain any benefit by such information, my answer would be yes,”[LH;8;23;175], they 
also refute the benefit of any proposed changes, as the above quote continues “I do not truthfully conceive 
wherein the public would gain any benefit,” [LH;8;23;175].   In fact, they offer no specific cases of 
behaviors, other than the use of nonbanking money, that need alteration, nor any evidence that the current 
market conditions merit attention or prevention.  Independent of which particular assertions about the 
genesis of the current conditions they confronted, Wall Street actors took great effort to legitimate them.  
For example, in addressing the concerns around manipulation of stock prices via pool operations, Richard 
Whitney, President of the New York Stock Exchange, testified: “But there is nothing to prevent other 
persons interested in that stock from selling large quantities of that stock or buying it” [SEPH;6;2224].  
Further, they suggested that because such opportunities were available to others, it was legitimate in the 
exchange’s eye, as evidenced when Whitney goes on to explicitly state “If there are no improper 
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transactions connected with such an operation … the exchange does not object” [SEPH;6;2224].  In this 
sense, the Wall Street actors promote that view that the current market conditions, and existing practices, 
are actually normal, legitimate, and appropriate operating practices that did not require attention.  Their 
view of the market is governed by what are deemed “proper” transactions, based on their own 
constitution.  It is legitimate, as long as they themselves say it is legitimate.  Below, as we look at values 
and purpose, we will see this reflects a fundamental difference in what the various actors believe is the 
fundamental purpose of value of the stock market. 
Perhaps the most vociferous normalizing arguments came in defense of short selling.  When 
asked what benefit short selling may offer normal operations, Mr. Whitney explained: 
As one part of the whole situation, the whole question, short selling gives to the market its 
only compulsory buyers.  The short seller must buy.  No other person entering the market 
must buy, except the short seller.  That is an aid.  [SEPH;1;109] 
Additionally, arguments were made that short sellers cushion the decline of stock’s price as these 
compulsory buyers create a demand at a price below the previous price, but above where it would 
otherwise fall.  This, they argued, created pent up demand below market price, facilitating more accurate 
price quoting, which was essential to normal operations. For example, in relating the testimony of another 
Wall Street insider, Congress reported: 
Matthew C. Brush, an independent trader, testified that if short selling were barred, 
terrific swings in the market would ensue, since the only stock available would be the 
stock that somebody owned and wanted to sell outright.  [LH;5;21;53] 
The one exception to their normalizing approach, as noted above, is Wall Street actors’ limited 
agreement with the deleterious effects of non-bank loans for margin transactions. But even though Wall 
Street actors connected the easy availability of credit with “a fundamental fault”, they still did not link 
that causally to the boom and bust of the current situation. These, they assert, are normal aspects of the 
market’s operations.  For example, in his testimony to Congress, NYSE President Richard Whitney states: 
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I have never granted, nor do I ever expect to grant, that the elimination of even all 
speculation will prevent booms and panics and what takes place before them and after 
them.  [LH;6;22;6603] 
This quote recapitulates a common chorus from the Wall Street actors: the recent and current 
economic conditions are an inevitable by-product of the market system itself.   In fact, Albert Wiggin, 
CEO of Chase Securities Corporation (the securities subsidiary of Chase National bank), goes so far as to 
describes this system as a “God-given market” [LH;5;21;179].  They are a taken-for-granted aspect of an 
institutionalized market system which, in turn, they take-for-granted; therefore they are not caused by any 
particular practices – they simply “are.”  
Values and Purpose 
In addition to tracing the genesis of the current market condition, the actors also conveyed in their 
testimony, questions, reports, and other communications the values they believe are embedded in the 
stock market, and the purpose it serves for the national economy.  This provided insight into what aspects 
of the institution each category of actor valued the most, and, consequently, which they would strive to 
preserve.  In general, most actors agreed in principle with all the espoused values, although priority and 
emphasis varied.  Below, I present and distinguish between the emergent set of values –the public 
interest, fairness, efficiency & adaptability, patriotism, and the free and open market itself, and analyze 
how they permeated the debate and action undertaken by these actors. 
The public interest.  Primarily cast as the government’s responsibility to protect its citizens and 
frequently paired with the phrase “protecting investors,” this value is most explicit in the language of the 
law itself.  The exact phrase “as necessary or appropriate in the public interest or for the protection of 
investors” or slight variations thereof occurs no less than 32 times in the 24 pages of the Securities 
Exchange Act of 1934 [LH;4;1;881-905].  These are supplemented by additional references to related 
values (e.g., “general welfare”).   
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The President also invokes the public interest in his first inaugural address and several other 
communications with Congress.  For example, as quoted above, when calling for action to address the 
speculation he sees as causal, the President invoked the government’s role in protecting its citizens from 
activities “resulting in loss to the average investor, who is of necessity personally uninformed” 
[LH;4;5;2264].  He reiterates this need in another communication to Congress, stating that, while their 
primary legislative focus should be on curbing speculative activity, they “must, of course, prevent insofar 
as possible manipulation of prices to the detriment of actual investors”  [LH;5;17;2].  These “actual 
investors” are the citizens of the United States he, and Congress, were elected to serve.  But, the President 
also makes extensive use of morally steeped language and religious allusions.  For example, in his 
inaugural address, he states  
“The money changers have fled from their high seats in the temple of our civilization.  
We may now restore that temple to the ancient truths.  The measure of that restoration 
lies in the extent to which we apply social values more noble than mere monetary profit.  
[Franklin Roosevelt, Inaugural Address, March 4, 1933] 
By doing so, he asserts the primacy of social values and aligns them with moral authority.  
Markets, he implies, only exist to serve the public good through social values embodied in “ancient 
truths” which, his allusions suggest, are tied to biblical texts.  In this light, the allusions to temptation 
identified earlier, resonate with the larger cultural aversion to gambling consistent with the Protestant 
Ethic dominant at the time (Rubstov et al., 2010) 
Wall Street actors generally do not make explicit statements about the public interest or 
protection of investors.  However, importantly, unlike other actors’ statements on the genesis of the 
current condition, they make no explicit statements rejecting such values or goals for the stock market.  
They neither challenge nor endorse the link between the market and the public interest. 
Fairness.  Fairness of market operations is a constant theme that runs through all aspects of the 
debate and legislation itself, and comprises many different forms, perhaps with different definitions, but 
its value is frequently asserted.  For example, when introduced, the report accompanying a bill asserts the 
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proposed legislation’s (S. 3420) purpose is “to provide for the registration of national securities 
exchanges ... and to prevent inequitable and unfair practices on such exchanges” [LH;5;17;1].  This 
concisely captured considerable debate and testimony in Congress, where legislators often promoted the 
concept of a “fair market” with “fair valuations.”  One particular aspect of fairness that was commonly 
invoked by Congress dealt with ensuring people had access to accurate and complete information.  
Information asymmetry was framed as antithetical to this value of fairness and the subject of much 
discussion; and found its way explicitly into the language of the bill congress passed.  For example, the 
enacted law explicitly prohibits the dissemination of any statement “which was at the time and in the light 
of the circumstances under which it was made, false or misleading with respect to any material fact, and 
which he knew or had reasonable cause to believe was so false or misleading”[LH;4;1;890] and adopts 
measures “For the purpose of preventing the unfair use of information which may have been obtained by 
such beneficial owner, director, or officer by reason of his relationship to the issuer” [LH;4;1;896]. 
This value of fairness is more directly embraced by Wall Street actors than the public interest.  
They come to explicitly acknowledge that rules should exist “to prevent dishonest practices and all other 
practices which unfairly influence the price of securities” [LH;6;22;6608].  While they do not elaborate 
on the value of fairness itself as the members of Congress do, they explicitly endorse it, at least abstractly, 
in their testimony to Congress.  While they neither endorse nor reject that the market should serve the 
public interest, they do broadly endorse the idea that it should be fair.  This suggests that they see the 
market, not as necessarily serving society, but as a self-contained and insular system which, nevertheless, 
should be governed by a set of rules established to promote fairness and establish order.  The market 
system, as they promote it, should be fair, but need not necessarily serve any larger societal purpose. 
Efficiency & adaptability.  Unlike the public interest and the commonweal, which is a terminal 
value (a desirable end state in and of itself), fairness is an instrumental value (a desirable way of behaving 
or achieving that end state).  Another instrumental value promoted by the Wall Street actors is efficiency 
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and adaptability in operations.  This, again, is perhaps not surprising since the Wall Street actors are those 
embedded in the daily operation of the market.  What is striking, however, is that this value is generally 
juxtaposed against a potential future image.  For example, in testifying before Congress, Richard Whitney 
states: 
Any attempt to regulate by statute and in minute detail the operation of security markets 
is impossible of accomplishment.  Rules of law effective today would be worse than 
useless tomorrow and the harm that would be done before the Congress could assemble 
and amend them would be beyond repair.  [LH;6;22;6582] 
And continues, addressing specifically the attempt to legislate margin requirements to regulate 
lending for speculative activity, criticizing the fact it: 
is limited by inflexible margin requirements which will be low in times of stable or 
declining prices and in periods of rising prices they will be so high as to prevent the flow 
of capital into business.  [LH;6;22;6583] 
Similarly, a letter sent from the New York Stock Exchange to its members as part of what 
Congress, newspaper editorials, and even recipients label a “propaganda campaign” characterizes the 
potential outcomes of regulation as undermining this value, alternatively stating it “may have very 
disastrous consequences to the stock market,” “will undoubtedly require the liquidation of a substantial 
number of customers’ accounts,” “may eliminate honest and legitimate as well as illegitimate practices,” 
and “represents a tax upon the securities business” [LH;4;6;2827-8].  The focus of these arguments is 
generally about the inefficiency introduced into the market as a result of regulation, and the adverse 
effects of such inefficiency.   
While the examples provided above in the sections on fairness and the public interest show how 
the language of the bill explicitly emphasizes fairness and the public interest, there is no explicit reference 
to efficiency in the body of the bill.  In the hearings, when issues of efficiency are raised by Wall Street 
actors, they are typically subordinated to values of fairness or the public interest by the legislators.  Again, 
they do not reject the value of an efficient market – and explicitly value the market itself, as discussed 
below – but it is not as central to their position as the issues of fairness and the public interest. 
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Patriotism.  An interesting value also promoted by the Wall Street actors is that of patriotism, and 
particularly patriotism towards a federal, as opposed to national, government.  Echoed, to varying 
degrees, in today’s “Tea Party” and Libertarian movements, the form of patriotism evidenced promoted 
States’ rights and reduced federal government.  This is perhaps best conveyed in Richard Whitney’s 
prepared statement when subpoenaed to testify in front of the Pecora Commission: 
I do not believe that the liberalism of today is predicated on the conception of a national 
as opposed to a Federal Government.  I do not believe that this liberalism requires the 
Federal Government to operate our exchanges, to control our credit and to regulate our 
corporations.  [LH;5;21;6584] 
Here and in other statements made by Mr. Whitney and other representatives of Wall Street, they 
invoke a federalist patriotism and position it against the “liberalism” they see embodied in the proposed 
legislation.  Again, the value is promoted by rejecting what they purport as potential outcomes of new 
regulation.  For example, they assert that the inclusion of certain provisions in the bill “suggests that the 
bill may have been intended to establish indirectly a form of nationalization of business and industry 
which has hitherto been alien to the American theory of Federal Government” [LH;5;21;6584]. 
They also appeal to a broader sense of American patriotism when communicating with members 
of the exchange or business leaders.  In a letter sent to members and the management of listed companies, 
they suggest that powers granted to the Federal Trade Commission by a previously proposed bill: 
are so extensive that they might be used to control the management of all listed 
companies and, inasmuch as information secured by the Federal Trade Commission must 
be made public, vital statistics in regard to American industry may be made available to 
foreign competitors.  [LH;4;6;2827] 
Combined these statements promote a value of patriotism in terms of the competitiveness of 
American industry and in terms of their interpretation of the “American theory of Federal Government.” 
Free & open markets.  Universally, all actors are at pains to endorse the value of a free and open 
market system.  This is evident in all aspects of the Congressional debate and hearings, as well as the 
legislation which is drafted.  The first paragraph of the body of the Securities Exchange Act of 1934 ends 
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its statement of purpose with the phase “and to insure the maintenance of fair and honest markets in such 
transactions” [LH;4;1;882].  Even President Roosevelt, who campaigned on securities reform, explicitly 
states in his letter to Congress: “It is my belief that exchanges for dealing in securities and commodities 
are necessary and of definite value to our commercial and agricultural life” [LH;5;17;2]. In fact, at no 
point in the extensive deliberations around securities regulation captured in the legislative history is the 
elimination of stock markets entertained.  However, although these terms were commonly employed 
across the spectrum of actors, there was little exposition around what the terms meant. 
In fact, the only aspect explicitly referenced in these deliberations is the value ascribed to both the 
functions of pricing and directing the flow of capital, in the market’s “accommodation of commerce and 
industry.”   In this sense, the market, at least ideally, both sets appropriate prices and efficiently directs 
capital to the appropriate areas of the economy.  In fact, this particular value underlies both the values of 
efficiency and fairness addressed above, albeit from different perspectives.  This suggests that there may 
be nominal agreement in the value of a free and open market, but less agreement about what would 
constitute one. 
Jurisdiction 
A third theme that emerged from my analysis of the data was the focus on jurisdictional authority 
surrounding securities legislation.  This theme likely owes its presence to the heated campaign rhetoric 
between Roosevelt and Hoover, who embodied and promoted opposite views of the Federal 
Government’s role in securities regulation.  My analysis identified three interrelated topics invoked in the 
discussion of jurisdiction:  Interstate commerce & the mails, General welfare & the national economy, 
and Constitutionality & Federalism.  In general, the first two were used as justifications for federal 
regulation of securities exchanges by both the President and Congress, and the last was leveraged by Wall 
Street actors to discredit the same. 
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Interstate commerce & the mails. The most commonly invoked justification for federal 
jurisdiction over national securities exchange rested upon the role of the federal government in matters of 
interstate commerce and the use of the mails.  This justification becomes embodied in the enacted Act as:  
Such transactions (a) are carried on in large volume by the public generally and in large 
part originate outside the States in which the exchanges and over-the-counter markets 
are located and/or are effected by means of the mails and instrumentalities of interstate 
commerce.  [LH;4;1;882] 
Similarly, the President alludes to the inter-state nature of such exchanges in his communication 
with Congress, where he states “The exchanges in many parts of the country which deal in securities and 
commodities conduct, of course, a national business because their customers live in every part of the 
country” [LH;4;6;2264].  This interpretation, however, is challenged by Wall Street actors who invoke 
legal precedent to discredit this argument.  As one example, they invoke the U.S. Supreme Court decision 
in the matter of Fidelity Co. v. Kentucky (231 U.S. 314, 1913) as precedent, which reads, in part: 
The circumstance that in a substantial number of cases, even if in the greater number, 
there is correspondence by letter or otherwise from State to State, which might perhaps 
have an effect upon the conduct of other parties about entering or not entering the 
transaction in interstate commerce, is not controlling.  [LH;6;22;6591] 
The argument is that only activities “controlling” interstate commerce are subject to Federal 
jurisdiction, and the purchase or sale of securities does not qualify. 
General welfare & national economy.  Another justification invoked for Federal jurisdiction in 
stock markets is government’s broad mandate to promote the general welfare.  This links directly to the 
value of promoting the public interest and is manifest in the act as passed as: 
National emergencies, which produce widespread unemployment and the dislocation of 
trade, transportation, and industry, and which burden interstate commerce and adversely 
affect the general welfare, are precipitated, intensified, and prolonged by manipulation 
and sudden unreasonable fluctuations of security prices and by excessive speculation on 
such exchanges and markets.  [LH;4;1;882] 
This passage links the jurisdictional argument not only with the value of the public interest, but 
also with assertions that current market conditions have their genesis in speculation and manipulation.  
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Independent of that, however, throughout their deliberations, members of Congress continually point to 
the overall mandate to protect the general welfare and provide a strong national economy as justification 
for federal jurisdiction in securities exchanges.  In fact, the first two sentences of the first chapter in the 
Report from the Senate Committee on Banking and Currency state, unequivocally,  
Transactions in securities on organized exchanges and over-the-counter markets are 
affected with a national public interest.  Directly or indirectly the influence of such 
transactions permeates our national economy in all its phases.  [LH;5;21;5] 
Wall Street seldom addresses this argument directly, although at times, they indirectly offer 
support for the influence of the exchanges on the national economy.  For example, while urging caution in 
any securities reform, Mr. Whitney points out that between one-third and one-fourth of the country’s 
wealth is tied up in securities, as a basis for his subsequent comments urging the need “to be exceedingly 
careful not to upset the market upon which those people rely for the liquidation of their securities”  
[LH;6;22;6605].  By doing so, he indirectly provides support for a direct association between stock 
exchanges and the national economy. 
Constitutionality & Federalism.  While the Wall Street actors do not explicitly engage the 
argument of the public welfare and the national economy, they do provide as a counterpoint an argument 
about the constitutional powers ascribed to the Federal government versus the States.  Wall Street actors 
focus extensively on this particular aspect of the deliberations.  They invoke legal counsel and prepare 
extensive briefs on the issue of constitutionality.  In addition, they repeatedly raise the issue of State 
versus Federal powers in their testimony.  For example, in his testimony, Thomas B. Gay, Esq., Counsel 
for the New York Stock Exchange, invokes the Bill of Rights to frame his argument: 
May I preface what I shall have to say by a reference to the Tenth Amendment to our 
Federal Constitution, which provides that – “The powers not delegated to the United 
States by the Constitution nor prohibited by it to the States, are reserved to the States 
respectively and to the people.  [LH;6;22;6587] 
In framing their argument in this manner, the Wall Street actors attempt to put the “burden of 
proof” for jurisdiction on those promoting Federal regulation of securities, rather than on those opposing 
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it.  This echoes President Hoover’s assertions that there is no Constitutional basis for Federal regulation 
and that the States should regulate their exchanges individually.  Although Congress does not engage this 
argument directly, except as mentioned above, the President does.  Perhaps as a result of the heated 
campaign debate, in his inaugural address, President Roosevelt states that he is “dedicated to a disciplined 
attack upon our common problems” and addresses the jurisdictional issue, stating: 
Action in this image and to this end is feasible under the form of government which we 
have inherited from our ancestors. Our Constitution is so simple and practical that it is 
possible always to meet extraordinary needs by changes in emphasis and arrangement 
without loss of essential form. That is why our constitutional system has proved itself the 
most superbly enduring political mechanism the modern world has produced. It has met 
every stress of vast expansion of territory, of foreign wars, of bitter internal strife, of 
world relations.  [Franklin Roosevelt, Inaugural Address, March 4, 1933] 
His statement is at odds with Wall Street’s arguments of Constitutionality by offering a broader 
interpretation of the Constitution’s dynamic adaptability, which interestingly parallels today’s ideological 
divide between “originalism” and “the living constitution.” 
Proposals & Actions 
The final theme that emerged from the data deals with the proposals and actions promoted by the 
various actors given their perspectives on the genesis of the current conditions, the values and goals of the 
system, and jurisdictional issues.  Although I attempted to limit the temporal scope of the data analyzed, 
the constructs constituting this theme were more dynamic than the others, as various actors were more 
inclined to adjust proposed solutions than they were to change their perceptions of the values embedded 
in the stock market or their view of the genesis of the current market conditions or on jurisdiction.  Across 
the data, however, and without focusing on the details of implementation, the proposals and actions 
generally comprised four abstracted activities: Promote Federal Regulation, Fight Federal Regulation, 
Promote Self-Regulation, and Propose Alternatives.  I provide a brief description of these below, again 
grounding each in the data. 
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Promote Federal Regulation.  Abstractly, this is the most consistent action undertaken across the 
study period.  Both the President and Congress focus almost exclusively on this general tactic throughout 
the study.  The President begins promoting this concept as far back as the Presidential Campaign in 1932, 
and remains committed to this course of action through the passage of the Securities Exchange act of 
1934.  It is, in fact, an explicit goal which he states in his letter to Congress on February 9, 1934. 
I therefore recommend to the Congress the enactment of legislation providing for the 
regulation by the Federal Government of the operations of exchanges dealing in 
securities and commodities for the protection of investors, for the safeguarding of values, 
and, so far as it may be possible, for the elimination of unnecessary, unwise, and 
destructive speculation.  [LH;4;5;2264] 
Similarly, Congress consistently advances this particular course of action, through the various 
bills they introduce, debate, and eventually pass, with considerable bipartisan support.  For example, in 
the Senate the bill eventually passes with 83% voting in favor, despite only a 61% Democratic majority.  
In addition to the activities in which they engage, and by which they embody this particular form of 
action, the text of the legislative acts themselves contain statements of purpose that convey the intent, and 
frequently are introduced with comments from the sponsors which also make the goals explicit.  For 
example, when introducing the Securities Exchange Act of 1934, Senator Duncan Fletcher states: 
The bill just introduced for the regulation of securities exchanges is one of the series of 
steps taken and to be taken for the purpose of bringing safety to the general public in the 
field of investment and finance. The present step is made necessary by the misfortunes of 
great numbers of our people who have lost part, or all, of their savings through 
unregulated stock exchanges.  [LH;4;5;2270] 
Here, as is common, he ties the proposed action – federal “regulation of securities exchanges” to 
the values of the public interest.  I discuss these connections in more detail in the next chapter. 
Over the course of the deliberations, the specific form by which such regulation would be 
implemented was subject to change.  For example, in a previous version of the bill, regulatory authority 
over the stock exchanges was to be vested in the Federal Trade Commission (FTC) instead of the newly 
created Securities Exchange Commission (SEC). However, the main thrust of all activities under this 
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heading was for federal regulation of the securities exchanges, independent of the specific form or 
mechanism. 
Fight Federal Regulation. Wall Street’s responses to consistent pressure from the Executive and 
Legislative branches of the Federal Government evolved over time.  Initially, the response balanced both 
active resistance to such regulation and stepping up efforts at self-regulation begun under the previous 
administration.  In terms of fighting Federal Regulation, there are several specific instances.  For 
example, on October 16, 1931, after Congress begins introducing bills that would regulate various stock 
market activities, and in particular, short selling, Richard Whitney delivers a speech to the Hartford 
Chamber of Commerce which is also broadcast over the CBS nationwide radio network, to defend the 
practice as vital to the market. 
Another active attempt to fight federal regulation is what Congress labels the propaganda 
campaign the New York Stock Exchange engaged in, reaching out through its members to corporations, 
brokers, and clients to generate anti-regulation sentiment among the constituents.  A letter authored by the 
exchange stated:  
This bill is the most important legislation affecting the stock exchange and its listed 
corporations which has ever been introduced in Congress.  It contains sweeping and 
drastic provisions which affect seriously the business of all members…. [LH;4;6;2827] 
The campaign resulted in what California Senator Johnson described as “hundreds of telegrams 
upon the subject” [LH;4;7;3058] within the first week of the NYSE sending the letter.  However, it should 
be noted that the campaign did not uniformly engender anti-regulation sentiment.  For example, on May 
7, 1934, Senator Fletcher placed a constituent’s letter in the Congressional Record which, in part, read: 
As a stockholder in 20 leading corporations which are listed on the New York Stock 
Exchange, I have been urged to write to you protesting against the proposed securities-
exchange act.   
Instead I wish to notify you that I am heartily in favor of the measure, as it will, in my 
opinion, safeguard the investments of more than 20,000,000 shareholders in American 
corporations.  [LH;4;10;8178] 
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The House, too, received numerous letters as a result of the campaign, many of which decried the 
campaign and the methods by which it was enacted.  For example: 
May I, as an American citizen and an admirer of the new deal, take a few moments of 
your valuable time and give you an interesting but nauseating sidelight of the Wall Street 
viewpoint of the Fletcher-Rayburn bill. 
All the brokers and big-money men have started a campaign of their own in an effort to 
defeat the passing of this bit of legislation.  They have warned their employees that if the 
bill passes they will all lose their positions, as their business simply cannot flourish under 
the new regulations; next, each employee and every member of his family were told to 
write to their Senator and Congressman protesting the passing of such a bill – form 
letters were given to all the men to take home so the folks at home could get an idea of 
what to write.  [LH;4;9;7694] 
This letter, and many others read into the record, goes further in enumerating more coercive 
methods, such as requiring employees to deliver unsealed, handwritten, signed letters to their bosses, and 
verbatim passages from multiple letters opposing legislation were read in to highlight the common 
language in the letters attesting to the existence of the so-called “propaganda campaign” itself.   
Another way in which Wall Street actively fought against Federal Regulation was to directly 
oppose it in the Hearings of the Senate Committee on Banking and Currency.  They were very explicit 
about their adversarial position.  Richard Whitney, for example, opened his prepared comments at the 
Hearing on February 28, 1934 with the statement: 
Now, Mr. Chairman and gentlemen of the committee:  I appear before you in opposition 
to Senate Bill No. 2693 entitled “A bill to provide for the registration of national 
securities exchanges operating in interstate and foreign commerce and through the mails 
and to prevent inequitable and unfair practices on such exchanges, and for other 
purposes.”  [LH;6;22;6582] 
He then proceeds to explicitly denounce various specific aspects of the bill. 
Promote Self-Regulation.  Concurrent with the explicit attempts to fight Federal regulation, and 
often leveraged as a justification for doing so, Wall Street actors actively promote the idea of self-
regulation of the exchanges.  They do this both by raising awareness of regulatory reform they themselves 
have made, and also by asserting their own expertise and ability to implement regulatory reform internally 
70 
quickly and effectively.  For example, while arguing against certain provisions of Federal regulation, they 
make reference to having already enacted measures which obviate the proposed legislation, as 
demonstrated in the following exchange: 
Mr. Whitney: We have [enacted regulation] on that one.  Authority to require stock 
exchanges to adopt rules designed to prevent dishonest practices –  
Senator Costigan: “Rules and regulations”, to use your exact language. 
Mr. Whitney: 
In fact, self-regulation and the adoption of rules by the exchange increases as the Senate 
investigation continued; however, the Wall Street actors eventually complement these two approaches, 
without wholly abandoning either, with the approach of proposing alternatives, described below.   
Rules and regulations, yes; to prevent dishonest practices and all other 
practices which unfairly influence the price of securities or unduly stimulate speculation.  
To the best of our ability, I believe we have passed such rules and regulations insofar as 
they affect our members.  [LH;6;22;6608] 
Propose Alternatives.  The timing of Wall Street’s actors’ adoption of this tactic comes on 
February 28, 1934, within two weeks of the Senate Committee on Banking and Currency investigation 
exposing the recent manipulation of a particular stock, which contradicted and discredited the Exchange’s 
internal investigation, which had concluded that no such manipulation existed.  This likely undermined 
the credibility that the exchanges could successfully monitor and regulate their own activities and 
encouraged Wall Street actors to embrace the concept of federal regulation, at least publicly. 
Subsequently, in the last round of deliberations, while not abandoning any of their other tactics, 
Wall Street actors also proposed alternative forms of Federal regulation that targeted both the purpose and 
the content of such regulation.  For example, after criticizing various provision in the proposed statute, 
they state “The purpose of Federal regulation should be to establish supervisory powers with authority to 
prevent abuses as time and circumstances require,” or “The remedy for this situation is a national 
incorporation law applicable to all companies doing business in interstate commerce”  [LH;6;22;6582].   
In addition to proposing alternatives for the overarching goals of Federal regulation, they also 
propose detailed alternatives to specific aspects of proposed legislation.  For example, as an alternative to 
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vesting regulatory authority for the exchanges in the Federal Trade Commission, they propose a new 
regulatory body, detailing specifics about its composition: 
We suggest the creation of a stock-exchange coordinating authority to consist of seven 
members. 
 
We suggest that this authority be composed of 2 members appointed by the President; 2 
Cabinet officers, who might well be the Secretary of the Treasury and the Secretary of 
Commerce; 1 person appointed by the open-market committee of the Federal Reserve 
System; and 2 persons representing stock exchanges, 1 to be designate by the New York 
Stock Exchange.  [LH;8;23;211] 
By the end of the deliberations, Wall Street actors engage in all three forms of action: actively 
fighting certain aspects of regulation, continually promoting and enacting self-regulation, and eventually 
proposing alternatives to both the form and substance of Federal regulation.  Table 5.1 summarizes the 
previous discussion, showing each actor’s association with the various themes and codes.   
In this chapter, I have focused on providing a detailed analysis of the constructs which emerged 
in my analysis and grounding them in the data.  In the next chapter, I provide a discussion how these 
agents employed these constructs in the efforts to preserve institutional values, followed by a generalized 
mode of institutional guardianship and a discussion of implications for Institutional Theory and the 
limitations of this study in the following chapter.   
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Table 5.1: Summary of Themes & Codes by Category of Actor 
Genesis of Current Situation President Congress Wall Street 
 
Speculation       
 
Manipulation & fraud       
 
Abuse of privilege       
 
Excessive credit       
 
Normal Operations       
Values & Purpose   
 
Public Interest       
 
Fairness       
 
Efficiency & adaptability       
 
Patriotism       
 
Free & open markets       
Jurisdiction       
 
Interstate commerce &  mails     (reject) 
 
General welfare & nat'l econ.       
 
Constitutionality & federalism (pro-reg)   (con-reg) 
Proposals and Actions 
 
 
Promote federal regulation      
 
Fight federal regulation       
 
Promote self-regulation       
 
Propose alternatives       
 
Legend: Not  
invoked 
Common & 
Elaborated3
Infrequent & 
Unelaborated  
  
                                                     
3 The distinction between Common & Elaborated and Infrequent & Unelaborated was qualitatively determined.  For 
example, in most of FDRs speech, he asserts and elaborates on the role of speculation in market troubles, but 
occasionally mentions manipulation.  Characteristically, in one letter to Congress, he focuses on speculation for the 
majority of the letter, but adds a one-sentence paragraph, second to the end, in which he also says measures should 
be taken to address manipulation, but closes by reiterating the need to curb speculation.  Thus, he is coded as 
invoking Speculation commonly, and manipulation infrequently. 
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CHAPTER 6:  INSTITUTIONAL GUARDIANSHIP: FORMS AND IMPLICATIONS 
“[T]he work required to maintain institutions remains a relatively unstudied phenomenon.  
We clearly need to focus more attention on the ways in which institutions reproduce themselves.  
Indeed, this may be a more fundamental question for institutional research, in many respects,  
than the question of how institutions are created.”  
(Lawrence & Suddaby, 2006: 234) 
 
In the previous chapter, I presented an overview of the themes that emerged from my analysis, 
linking them to first order constructs grounded in the raw data.  In this chapter, I present theory 
development grounded in those constructs and framed by my research questions.  To do this, I first 
present patterns found by looking at the constructs and themes discussed in the previous chapter as 
employed by the various actors in the setting (i.e., by looking down the columns in Table 5.1), exploring 
both how the actors leverage existing institutional resources (RQ2) and which aspects of the institution 
they work to preserve (RQ3) in order to examine what form their guardianship activities take (RQ1).  In 
the next chapter, I generalize about the processes that constitute institutional guardianship as embodied by 
those actors, presenting a generalized model, and a discussion of the implications of Institutional 
Guardianship for Institutional Theory more generally, as well as limitations of this study.   
Patterned Responses to the Market Crisis 
My preliminary findings show three distinct patterns by which influential actors not only frame, 
but also work to address the crisis which called the U.S. stock market, as an institution, into question in 
the mid-1930s.  These patterns are aligned along three major categories of actors:  Members of the 
executive branch, particularly President Franklin Roosevelt; members of congress, such as Senate 
Committee on Banking and Currency, Chairman Duncan Fletcher; and Wall Street insiders, typified by 
New York Stock Exchange President Richard Whitney and others.  As shown above, all actors agree with 
and explicitly value at least some aspects of an open and free market for securities exchange, and 
consequently each of the three categories of actors’ work to preserve the stock market as an institution 
essential to the U.S. economy, and the values they purport it held.  In fact, as a general answer to my third 
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research question, the distinct actors work explicitly in attempts to preserve the aspects of the institution 
which most directly linked to what they believed were the principal underlying values (e.g., President 
Roosevelt works to present aspects of the market tied to promoting “social values” and Wall Street works 
to preserve aspects of the market tied to promoting efficient and adaptable operations).  Just as the target 
of their preservation activities varies from actor to actor, so do the institutional resources they leverage in 
their activities and, consequently, the form their guardianship takes.  To demonstrate this, I now present a 
detailed analysis of each actor’s patterns of activity tying the four major themes that emerged from my 
analysis to the research questions.  
The President 
The President focuses primarily on the abstracted social values of the stock market captured by 
the construct of “the public interest.”  In fact, his exclusive focus on the abstracted social values 
permeates and flavors all other aspects of his activity.  For example, as discussed above, he commonly 
draws on moral and religious language in identifying the genesis of the current market conditions (e.g., 
using biblical allusions to “unscrupulous money changes”) and in his proposed actions (“restore that 
temple to the ancient truths”), as well as in the explicit linking of such values to the stock market’s 
purpose (“the measure of that restoration lies in the extent to which we apply social values more noble 
than mere monetary profit”).  Although not specifically religious, his general appeal to higher level and 
highly abstracted values is even evident in his comments about the constitutional system itself being “the 
most superbly enduring political mechanism.”  Thus he draws on larger cultural beliefs in abstracted, 
higher order values of right and wrong, not just in framing the value of the market itself and how they 
have been subverted by motives of “mere monetary profit,” but also in his jurisdictional claims:  the 
constitution explicitly calls for promoting the public welfare as a primary purpose of government, so 
whatever action government takes in support of ensuring the public good is not only constitutional, it is 
constitutionally mandated. 
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While he maintains a normative stance in all his activities relating to the creation of the SEC, his 
language is more normative and religious in interactions with the general public compared to his 
interactions with Congress itself.  In doing so, he leveraged the most appropriate institutional resources 
for his diverse audiences.  The general public represents the larger culture of the country, and so general, 
abstracted cultural resources (e.g., religious metaphors and constitutionality) are most appropriate for 
them.  With Congress, he focuses more on institutional resources associated with their roles as 
representatives of the people – highlighting their role as legislators and their need to “protect investors.”  
For example, in contrast to the language employed in his inaugural address quoted above, the President’s 
official communications to Congress quoted in the previous chapter are generally devoid of explicit 
religious allusions, but still invoke the normative goal of protecting the public interest and have a 
directive nature – he tasks them with passing legislation that achieves this.  In this sense he draws not 
only on the institutional role of Congress as representatives of the people, but also the roles of legislators 
and asserts his culturally defined role as the “Chief Executive” of the country. 
One interesting point regarding the President’s assertion of values is that it is also only in his 
communications to Congress that he asserts the value of the stock market as an abstracted institution, 
saying “It is my belief that exchanges for dealing in securities and commodities are necessary and of 
definite value to our commercial and agricultural life.”  In speech events targeting the general public (e.g., 
fireside chats, inaugural address), this support for the market is implicit rather than explicit.  Perhaps the 
taken-for-granted nature of the fundamental concept of a stock market made such explicit public 
assertions unnecessary.  More likely, especially in light of the other content differences described above, 
he balances the value of the market with the value of the public welfare in his message to Congress 
specifically to frame and set the scope of Congressional activity, again consistent with his culturally 
defined role as the executive charging the Congress with a task necessary for the good of the country as a 
whole.  The market itself is valuable to society, but we need to take action to protect both it and our 
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society.  Since the public is not tasked with creating that form of legislation, he need not worry about 
setting scope in his messages to them. 
His solutions, jurisdictional claims, and abstracted value of serving the public interest are all 
reinforced by his linking the current market crisis to, effectively, amoral activities.  He roots the current 
situation firmly in the evils associated with gambling as manifest in “unnecessary, unwise, and destructive 
speculation” especially “speculation with other people’s money,” as shown in his direct assertion of 
speculation the primary source of current problems.  As discussed above, his linking the ease of credit to 
temptation, and the risking of one’s pay envelope, stand in stark contrast to the cultural logic of the 
“Protestant Ethic” dominant at the time (Rubstov et al., 2010).  In addition to the examples from the last 
chapter, in another communication to Congress he further asserts “unregulated speculation in securities 
and in commodities was one of the most important contributing factors in the artificial and unwarranted 
‘boom’ which had so much to do with the terrible conditions of the years following 1929”  [LH;5;17;2].  
Therefore it is not surprising that his proposals and actions are focused particularly on eliminating such 
speculation. As early as his first inaugural address, the first of “two safeguards against a return to the evil 
of the old order” he calls for is “a strict supervision of all banking and credit investments, so that there 
will be an end to speculation with other people’s money.”   
His use of the phrase “other people’s money” also echoes the title of the then recently published 
and widely-known book by Supreme Court Justice Louis Brandeis (1955 [1914]).  In doing so, he also 
draws in the values of fairness and alludes to the current market conditions as resulting from of abuse of 
privilege, both aspects of that work’s principle thesis and both linked to the Protest Ethic.   
His use of religious allusions that cast an idealized state as a restoration of the social values to the 
temple of civilization, combined with a focus on the evils of both gambling-based speculation and the 
temptations thereof, suggests a highly normative, restorative perspective to institutional activity.  
Although the President certainly advocates a change from the practices that gave rise to the problems of 
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1929 and subsequent years, he advocates neither a complete abandonment of securities exchanges nor a 
novel form.  Instead he advocates the elimination of very specific evils that he asserts have perverted the 
institution, thus restoring the institutional arrangement to their appropriate, previous state (“the ancient 
truths”).  His goal is the propagation of what he believes to be the appropriate institutional arrangements, 
neither something new nor the current, flawed, version. 
In Lawrence and Suddaby’s terms, holding up these religious and highly abstracted values as 
ideals to strive for constitutes valorizing (or demonizing in contrast), or “providing for public 
consumption positive and negative examples that illustrate the normative foundations of an institution” 
(2006:230).  It is important to note, however, that the institutional arrangements he valorizes are an 
idealized state, perfectly aligned with broad social values and purposes such as the common good, not 
those manifest in current practice.  His stance is certainly to preserve the institution, but the institution as 
it should be, not what it currently is.  This is consistent with his perceived responsibility to lead the 
country out of the current situation.  In his inaugural speech, the President alludes to role of leadership 
and vision: 
Stripped of the lure of profit by which to induce our people to follow their false 
leadership, they have resorted to exhortations, pleading tearfully for restored confidence. 
They know only the rules of a generation of self-seekers. They have no vision, and when 
there is no vision the people perish.  [Franklin Roosevelt, Inaugural Address, March 4, 
1933] 
Here again, he draws on the cultural resources afforded him in his role as President – namely 
leadership – and asserts that leadership, without vision, is false.  Thus, his role is to provide leadership 
and vision, and he communicates that vision through a single-minded focus on the values of the public 
interest and a preservation or restoration of ancient and abstracted social values.  Because of his particular 
focus on the normative aspects and abstracted values, I call the particular form of guardianship he 
engages in Value-Restorative Guardianship, which is characterized by preserving the market as a tool in 
service of the highly-abstracted values of the public good, and leveraging cognitive cultural resources 
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associated with morality (such as religious allusion) and his authority as President (such as leadership and 
providing direction and scope for Congressional activity). 
 
 
Congress 
Congress, as the body which enacts legislation on behalf of constituents, and as a collective 
entity, develops and draws on a more nuanced view of the values of the stock market as an institution, and 
advances a more complex view of the genesis of the current market conditions.  Despite their more 
nuanced view, however, correction is nonetheless advanced through the advancement of one singular, 
comprehensive bill which creates the Security and Exchange Commission.  As mentioned above, 
Congress acts and votes in support of federal regulation across party lines and with a significant majority; 
in fact outside the formal votes on the actual bills, they frequently decide matters without a roll call, 
voting often viva voce (by the voice).  Yet, given the collective nature of Congress, achieving that 
consensus likely required at least some deliberation and exposition of the issues which fostered this more 
nuanced perspective.  Further, because of their direct involvement in the investigations and hearings of 
the Pecora Commission and its predecessors, Congress expresses more nuanced and multifaceted theories 
around the genesis of the stock market’s current condition than the President.  They identify direct causal 
links not only to speculation, but also manipulation and fraud, abuse of privilege, and excessive credit – 
all contributing both individually and collectively in effecting the current state. As detailed in the previous 
chapter, both in their the framing of questions to witnesses at hearings and explicitly in the various 
committee reports or introduction of bills, they point to a litany of activities which gave rise the crisis, and 
link them to specific values which have been compromised as a result.   
It is important to note that they also explicitly link both the easy access to credit and several 
forms of manipulation, such as pools, to speculation.  In this sense, while they recognize fraud and 
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manipulation as contributing to the crisis, they hold speculation as particularly important.  Although 
similar to the President’s approach, in which he subsumes all other causes under the umbrella of 
speculation, they do assert other causes, just none as important as speculation.  They go so far as to link 
speculation directly to the larger issue of public welfare, saying “Excessive speculation has caused acute 
suffering and demoralization. It has brought in its train social and economic evils which have affected the 
security and prosperity of the entire country” [LH;5;17;3].  While, as in that example, Congress does 
employ the term “evil” to describe practices they deem as harmful to the public interest, they generally do 
not employ biblical illusions per se; nor are their deliberations as morally steeped as the President’s, even 
though they are normative. 
In addition to a more complex view of the genesis of the crisis which engages multiple causes, 
they also simultaneously promote multiple values which they believe the stock market serves.  Beyond 
the overarching value of the public welfare, Congress is more explicit and consistent in their assertion of 
the values of fairness and of the value free and open market as an end in itself.  Further, compared to the 
President, they have more extensive and extended interactions with Wall Street actors, through which 
they are made aware of the values of efficiency and adaptability and of patriotism advanced by that group.   
As the legislative body responsible for establishing any regulatory authority, they draw more 
definitive connections between the genesis of the crisis and the specific proposals which are designed to 
address them.  Unlike the President, who speaks in highly abstracted, normative, and moral language, 
Congressional proposals address specific examples of activities that contributed to problems in the stock 
market, and explicitly show that they are inconsistent with the values the institution is supposed to reflect.  
For example, in promoting federal regulation, they state: 
Several devices are employed for the purpose of artificially raising or depressing security 
prices. Those which appear to serve no legitimate function are specifically prohibited. 
Among such practices are fictitious or "wash" sales; "matched" orders, or orders for the 
purchase and sale of the same security emanating from a common source for the purpose 
of recording operations on the tape and thereby creating a false appearance of activity; 
and other transactions specifically designed to manipulate the price of a security. 
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The stock exchanges, and particularly the New York Stock Exchange, have contended 
that practices of this type are already prohibited by their rules. Yet testimony before the 
committee has shown that a broker, while operating a syndicate account in a copper 
stock, caused the sale of 35,000 shares by the syndicate and the purchase of 35,000 
shares by an individual member of the syndicate on the same day. Although any intention 
to accomplish a "wash" sale was disclaimed, nevertheless the result of the transaction 
was to bring about an immediate rise in the market value of the stock from $192 to $196 
a share with a handsome profit to the individual customer.”  [LH;5;17;7-8] 
Such exposition is common in the speech events of both Wall Street and Congressional actors, 
and is useful for showing the connections they make between the genesis of the market conditions, values, 
and proposed action.  In this specific example, Congress is discussing one aspect of proposed action - 
federal regulation that eliminates certain practices that manipulate price - and grounds the 
recommendation in a particular example that makes a causal assertion (pool operations artificially raised 
the stock price through manipulation and abuse of privilege) which violates particular values (in this case, 
explicitly interfering with the market’s pricing function, fairness, and protecting the public interest).  
Here, they also refute the proposed action of self-regulation, showing that, despite being in place, it was 
ineffective in eliminating these practices. 
Congress echoes the President’s focus on the value of protecting the public interest, but does so in 
both abstract and specific terms.  They regularly invoke mantras of “the public interest,” “protecting the 
investing public,” and “protection of investors” but couple them with claims of jurisdiction for action.  
For example, Section 2 of the Securities Exchange Act of 1934 begins: 
For the reasons hereinafter enumerated, transactions in securities as commonly 
conducted upon securities exchanges and over-the-counter markets are affected with a 
national public interest which makes it necessary to provide for regulation and control of 
such transactions and of practices and matters related thereto… [LH;4;1;881] 
It is interesting to note again that this opening statement contains three of the four major themes 
identified:  values they are striving to protect, in this case the “national public interest,” an abstracted 
proposal for action, “regulation and control of such transactions and of practices and matters related 
thereto;” and links those to the jurisdictional claim, it is not only justified, but “necessary” to ensure the 
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alignment between the idealized values, the national public interest, and those manifest practices.  This 
link to the values of a national public interest is central to Congress’s assertions of jurisdiction. 
Importantly, though, instead of simple and sweeping assertions of right and wrong or good and 
evil, Congressional activity is steeped in due process.  They hold hearings, hear testimony, cross-examine 
witnesses, and hold debates on the floor of Congress.  Their language and actions are guided by the 
institution of legal proceedings.  While the content of their proceedings references “the public interest” 
and protecting “the national economy” – after all that is their charge as the duly elected representatives of 
the public – they primarily leverage the power vested in them by the institution of Congress itself.  So, it 
is from their role as elected law makers that they hold hearings to collect data and make assertions about 
the genesis of the current condition; that they work to protect the national economy; and that they propose 
and take action.  In this sense, most of Congress’s activities are linked more directly to their jurisdictional 
claims about their role in protecting the public interest and national economy.  They leverage the 
institution of democracy, or more specifically, elected representation, throughout their activities.  This is 
perhaps best exemplified when they read letters from their constituents into the Congressional Record.  
They give voice to the people they represent.  But, they also serve as the people’s representative during 
the hearing, during the debates, and during the drafting of legislation, as evident by their mantra of 
“protecting the public interest” in framing their actions, whether that is passing a resolution that 
authorizes them to begin hearings and subpoena Wall Street executives or passing a bill that creates the 
Securities and Exchange Commission. 
Interestingly, although Congress’s abstracted proposed action – federal regulation of securities 
exchanges – does not change over the course of the debate, the specific details evolve over the course of 
the deliberations.  These changes move the proposed legislation to more conservative positions that 
increasingly preserve more aspects of the current institutional arrangements (e.g., specific practices), and 
occur primarily when there is explicit contestation over whether a practice violates the values embedded 
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in the institution.  For example, as discussed above, Wall Street explicitly challenges the assertion that 
short-selling is at odds with a free and open market that supports the public interest.  As the debate 
ensues, the proposed legislation becomes more conservative on this point – short selling is forbidden 
outright in a bill proposed early on but deferred for further consideration in the enacted legislation, which 
instead states it shall be unlawful: 
To effect a short sale, or to use or employ any stop-loss order in connection with the 
purchase or sale, of any security registered on a national securities exchange, in 
contravention of such rules and regulations as the Commission may prescribe as 
necessary or appropriate in the public interest or for the protection of investors.  
[LH;4;1;891] 
This qualification “in contravention of such rules and regulations as the Commission may 
prescribe” becomes a regular placeholder for specific aspects of regulation that become points of 
contestation during the debate if that contestation questions how practices violate the values embedded in 
the market.  In this case, as described above, the practice of short sales is defended by Wall Street actors 
as supporting the value of market efficiency and even protecting investors (the public interest) from 
precipitous price drops.  While Congress continues to explicitly challenge that assertion, they nonetheless 
defer taking any immediate and explicit action on short sales in the enacted regulation.   
This paradox is explained by the primacy of the value of the national public interest; because of 
the economic arguments which suggest a threat to the national public interest from eliminating short sales, 
they defer taking action, at least until the newly created commission can investigate and resolve the 
competing theories.  This example shows that, without completely abandoning the overarching goals of 
the proposed legislation, details are refined over time to ensure that valued aspects of the institution are 
not lost.  So, in light of debate over the relative deleterious and salubrious effects of short selling, 
Congress moves from a position of banning them outright (consistent with their original position that they 
helped spur the crisis) to studying them further (representing the possibility that they may actually serve 
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some function beneficial to the public interest).  In a sense, Congress appears to adopt a “do no harm” 
philosophy with respect to the principal value of the commonweal.   
Typically, when there is contestation over the link between a proposed action and the underlying 
values, as in this case, there is also a recommendation from the Committee for the Commission to 
undertake a study and take appropriate action later.  This deferment is, arguably, a result of successful 
guardianship by those supporting the contested practices and accounts for the lack of direct federal 
regulation of specific stock exchange practices.  Or, more generally, this movement can be viewed as the 
result of a dialect process of two different forms of Guardianship – Congress’s and Wall Street’s – 
influencing each other over time.  Although the end results more closely resonates with Wall Street’s 
position in this case, the granting of authority to the newly created Commission over the future of short 
sales does reflect Congress’s original position to some extent. 
Importantly, while Congress echoes the President’s views on the genesis of the current market 
conditions, at least in terms of the primacy of speculation, and the institution’s values and purpose, 
because they draw on cultural resources of due process or legal proceedings, the way they frame the 
scope of required action is quite different.  As opposed to the highly moralistic language of “evil” rife 
with biblical allusions of money lenders in the temple, Congress attributes the disconnect between values 
and practices primarily to the exploitation of legal loophole explicitly saying with the introduction of the 
bill later enacted, “the bill seeks to prevent those devices by which skillful financial lawyers have in past 
decades been able from time to time to thwart, to hinder, and to delay the will of the Congress” 
[LH;4;5;2270].  This is, perhaps, not unexpected; the President embodies the role of a charismatic leader 
while Congress rightly concerns itself with pragmatic matters of legislation.  Therefore, it is appropriate 
that their perspective is that the problem they face is not an epic battle of good and evil, but rather a 
pragmatic question of undesirable practices becoming commonplace because of legal loopholes or lack of 
enforcement.  Consequently, while they do describe certain actions as “evil,” their focus is on enacting 
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legislation that is more effective at policing, or “ensuring compliance through enforcement” (Lawrence & 
Suddaby, 2006:230).  Both jurisdictional claims and views on the genesis of the situation are built on 
resources from the legal institution, and consequently assert the inadequacy of the current policing 
systems, namely exchange self-regulation.  And, again consistent with the cultural logic of due process, 
they provide considerable exposition of this, recounting specific instances where the exchanges were 
unable to police, or even investigate, fraudulent practices.  One Senate Report devoted an entire section to 
the topic of “Inadequacy of Self-Regulation of Exchanges” which read, in part: 
Especially during periods of popular agitation, or when legislative action has been 
threatened, the exchanges have taken steps to raise the standards for the conduct of 
business by their members and to require corporations to furnish more adequate 
information for the benefit of investors.  Such attempts, however, far from precluding the 
necessity of legislative action, emphasize its need.  [LH;5;17;4] 
It then goes on to list examples of such inadequacies, enumerating cases where the exchanges 
have failed to effectively prevent their members from engaging in specific practices – even when they 
attempted to.  They also offer structural explanations, akin to legal testimony, for why exchanges cannot 
self-regulate, steeped in the power dynamics that emerge from the exchanges’ dependence upon its 
members for survival.  Here, although they find the genesis of the current conditions in a nuanced pattern 
of speculation, manipulation, and easy credit, the effectively assert that common underlying problem is 
the lack of appropriate legal framework and governance.   
Another consequence with having no policing body is that that some of the practices embedded in 
the institution have, effectively, outlived the technical requirements that gave birth to them (Selznick, 
1957).  The values underlying the institution, namely serving the national public interest and fairly 
supporting the national economy with free and open markets, have not changed, just the appropriate ways 
to support them have. But no one has been policing the system to prevent them from becoming 
misaligned.  In fact, the Committee on Interstate and Foreign Commerce, the House of Representatives 
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counterpart to the Senate Committee on Banking and Currency, explains the purpose and intent of 
legislation as follows: 
The bill is conceived in a spirit of the truest conservatism.  It attempts to change the 
practices of exchanges and the relationship between listed corporations and the investing 
public to fit modern conditions, for the very purpose that they may endure as essential 
elements of our economic system.  The lesson of 1921-29 is that without changes, they 
cannot endure.  [LH;5;18;3] 
Because the intent of their action is re-establishing compliance with appropriate practices that 
reflect established values, I term this type of guardianship Corrective Guardianship.  This form of 
guardianship seeks to preserve the functional role of the market in the national economy, thus serving the 
public good, drawing not on abstracted moral values of right and wrong, but on the legal institution’s 
concept of due process and Congress’s constitutionally mandated role as the legislative representation of 
the citizens.  While the new legislation may effect change, it is framed as a course correction, designed to 
get institutional practices back on the right track.   
Wall Street 
Wall Street actors did not generally exhibit the same views on the current market conditions, the 
roots thereof, or proposals for action as the other actors.  The most significant difference is that for both 
the President and Congress, they attempted to find the genesis of a crisis in the stock market of 1929, 
which was anomalous, destructive, and in need of correction.  Wall Street actors, while certainly neither 
unaware nor unaffected by the decline and crash, did not publically problematize the events from 1929 to 
1932 as something that needed to be explained or fixed, but rather as a normal part of market operations.  
While they openly and explicitly offered support and promised to “cooperate fully in attempting to 
prevent unwise or excessive speculation and abuses or bad practices affecting the stock market,” they 
repeatedly insisted that current operating principles and self-regulation were sufficient to address these 
issues.   
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While they publically promote a perspective that justifies, rather than problematizes, not only 
prior activities but the boom/bust cycle of the market itself, Wall Street actors do implicitly embrace 
certain causal links, as is evident in their actions (e.g., making multiple adjustments to their constitution 
and bylaws).  Because those changes were not carried out in highly visible forums, the record of debates 
and insights into the values and causal links to specific practices underlying such changes are not 
available.  It is possible that while publically refuting popular theories on the genesis of the current 
conditions, they adopted them in private and attempted to address them internally.  Alternatively, they 
may have recognized that other powerful actors (e.g., Congress) where making certain causal links and 
made changes in efforts to stave off federal regulation.  What is in the public record is that Mr. Richard 
Whitney, president of the New York Stock Exchange, said that even the most stringent changes they 
made to their bylaws were unlikely to succeed in eliminating the activities they targeted.  This suggests 
that such actions were more ceremonial in nature, and that adopting such by-laws was a form of 
decoupling (Meyer & Rowan, 1977) the public image of the Exchanges from their internal operations.  
The Exchanges, while internally aware of their inability to effect behavioral change through by-law 
modifications, may well have proceeded with the by-law modifications in order to signal that they were 
taking appropriate action to deal with issues that had been made public to their external stakeholders (e.g., 
Congress, investors).  Such actions, like the evolution of the legislation relating to short-sales discussed 
above, suggests a dialectic process where Wall Street’s actions (enacting by-law changes, even if only 
ceremonially) may have been influenced by Congress’s guardianship activities. 
While Wall Street actors express few thoughts on the genesis of the current market conditions – 
other than that nonbank lending was problematic and that busts and booms were normal aspects of the 
securities market – they did participate actively in both hearings before committees and testimonies 
before Congress.  Drawing on their perspective that the events of the previous five years were normal 
operations, they also attempted to engage the public at large to thwart any legislation aimed at securities 
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regulation both generally as well as specific aspects of specific bills, as discussed in the previous chapter.  
In this sense, they posited what would happen should specific bills or various portions thereof pass, and 
position them as threats to the values of efficient operation and of a free and open market.  Implicit in 
most of these is a comparison to the current operation of the stock market, which they hold as the 
idealized state.  An excerpt of Richard Whitney’s letter to all members of the New York Stock Exchange 
provides an example: 
I call your particular attention to subdivision (a) section 6 [of the proposed bill] which 
prohibits members extending credit upon securities unless they are registered upon a 
national securities exchange. This will make all unlisted securities worthless for margin 
purposes and consequently will discriminate against small or local enterprises which are 
not listed on any exchange. Subdivision (b) of this section fixes minimum margins which, 
depending upon conditions, can vary between 25 percent and 150 percent. At the present 
time the latter provision will be applicable in the case of practically all stocks, on 
account of the low prices reached by securities within the last 3 years, but not now 
prevailing. These two provisions, operating together, will undoubtedly require the 
liquidation of a substantial number of customers' accounts.  [LH;4;6;2827] 
Implicit in his argument is that the liquidation of those accounts is undesirable.  Since such 
liquidation is undesirable (which Mr. Whitney later states explicitly when testifying to Congress), the 
preferred alternative, that the accounts are not liquidated, implicitly promotes the current arrangements.  
This pattern of unfavorably comparing consequences of proposed regulation with the current 
arrangements is consistent throughout their testimony, communications to members, and even public 
addresses, such as Mr. Whitney’s speech to the Hartford Chamber of Commerce broadcast on national 
radio.  Further, this particular example serves aptly as a synecdoche for the legislation and the market 
system as a whole.  The Depression Era market suffered from an overarching loss in liquidity, and this 
example alludes to that phenomenon.  Somewhat paradoxically, Mr. Whitney suggests that changing the 
very practices that created the current liquidity issues will, in fact, create more significant liquidity issues 
in the future.  Interestingly, there are some provisions in the enacted law that address margins, suggesting 
this attempt at guardianship was less effective, for example, than those focusing on short sales. 
88 
Wall Street actors steep their actions in the role as the financial experts – drawing on cultural 
resources associated with professional expertise and jurisdiction – and as the leaders of business and 
industry.  To fight the possibility of federal legal authority, they engage constitutional lawyers, again 
drawing on the cultural resources of the professions to legitimate their position.  The campaign they 
undertake to engage the public in thwarting federal regulation flows through the exchanges to the senior 
management of corporations who, as described above, attempt to enlist their employees in the effort 
through coercive means.  As such, they supplement the cultural resources of professional expertise with 
those of bureaucratic authority – or attempt to. 
Overall, their focus is on thwarting any changes to the current operations of the exchanges, which 
they believe already align with the principal goals of efficiency and adaptability, drawing on professional 
and bureaucratic authority.   This focus is based on an implicit assumption that the current state is the 
idealized state and that the current mechanisms of cause and effect are already achieving the desired 
goals, and is most consistent with what Lawrence and Suddaby term deterring, or “establishing coercive 
barriers to institutional change” (2006:230).  Although some of the barriers they are attempting to 
establish are more cultural/cognitive in nature, consistent with propaganda and rhetoric, than coercive, 
they do at one point threaten a “banker’s strike” in which they would not issue new securities as a form of 
coercive deterrence.  Further, as discussed above, citizens reported recruitment tactics for the campaign to 
thwart legislation that were coercive in nature (e.g., “I’d lose my job”), and the very attempt to enlist 
employees to write to elected representatives suggests a coercive form of two-step leverage (Gargulio, 
1993).  Also, their jurisdictional claims around constitutionality are clearly coercive in nature.  I label this 
perspective which most closely reflects the concept of “resistance to change,” Instrumental Guardianship, 
since it seeks to preserve instrumental aspects of the institutional practices based in formal rationality, 
rather than those based in substantive rationality and terminal values.  They strive to preserve the efficient 
and adaptable market as a machine for directing capital, irrespective of any larger social values or serving 
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the public interest, and draw on the cultural institution of the professions, leveraging professional 
expertise and jurisdiction as resources in their efforts to do so. 
While the actions taken by all three categories of actors are unique, they all represent different 
forms of Institutional Guardianship, actively working to preserve different valued aspects of the 
institution of the stock market, and drawing on different resources to do so. As discussed above, there is 
some evidence that these various forms of guardianship acted upon each other in what may have been a 
dialectic process that, taken together, shaped the legislation eventually enacted that created the Securities 
and Exchange Commission.  Table 6.1 summarizes the three approaches to Guardianship outline above 
which were all evident in my analysis.  The column labeled “Focus” describes which aspect of the 
institution actors targeted for preservation (addressing research question 3) and the narrative account 
discusses the of form their activities (research question 1) and the resources they drew upon in those 
activities (research question 2). 
  
90 
Table 6.1: Patterns of Construct Use by Actor 
Actor Approach  Focus  Narrative Account & Cultural Resources 
FDR VALUE-RESTORATIVE 
Overarching social 
values 
 
Drawing on highly abstracted values of right or 
wrong and good or evil, replete with biblical 
allusions, the President asserts the stock market 
exists to serve “social values” and “ancient truths”, 
but has been corrupted by those focused on “mere 
monetary profit” and must be restored to its proper 
role in society. 
 
Congress  CORRECTIVE 
Aligning practices 
with public interest 
 
Drawing on the legal institution, due process, and 
their Constitutionally mandated role as elected 
representatives, Congress asserts the stock market is 
a tool in country’s economic machinery, but practices 
are misaligned with “the public interest;”the 
“national economy” must be protected through 
effective policing of market operations through 
refined regulation. 
 
Wall Street INSTRUMENTAL Operational practices 
 
Drawing on the institution of professions, and the 
accompanying concepts of expertise and jurisdiction, 
Wall Street actors assert the market logic itself, as 
manifest in an efficient and adaptable mechanism to 
direct the flow of capital, and profit motive are the 
sole and appropriate drivers of stock market;  
everything is operating appropriately and any 
attempted  interference is futile and dangerous. 
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CHAPTER 7:  A GENERALIZED MODEL OF INSTITUTIONAL GUARDIANSHIP 
“Creativity depends on the researcher’s analytic ability, theoretical sensitivity, and sensitivity to the 
subtleties of the action/interaction…” 
(Corbin & Strauss, 1990: 19) 
 
In my analyses, I have shown that actors leverage themes relating to the genesis of current market 
conditions, values and purpose, proposals and actions, and jurisdictions to facilitate institutional 
persistence, manifest in three distinct forms of guardianship.  Yet, all forms were evident within the 
context of this study and are all consistent with different aspects of Institutional Maintenance (Lawrence 
& Suddaby, 2006).  More specifically, they all represent variants of institutional guardianship as 
advanced earlier in this dissertation.  In this section, I generalize from the three particular forms of 
guardianship evident in my analysis and draw on theory to propose a more abstracted model of 
institutional guardianship.  This model is not meant to represent “the” institutional guardianship that was 
evident in that case; the three forms I found were delineated and contrasted in the previous chapter.  
Rather, my goal in this chapter is to compare across the three different forms to find commonalities and 
abstract from there to a more generic model of what guardianship may look like generally.  Before doing 
so, however, I revisit the relationship between values and institutions because of the central role of values 
in the various forms of guardianship outlined above and summarized in table 6.1. 
Institutionalization: Making the Moral Factual 
Institutions are socially constructed (Berger & Luckmann, 1966), and embody both the 
externalization of valued patterns of social interaction and the internalization of public, shared schemata 
which have become taken-for-granted.  Work exploring the institutionalization process, by which 
institutions are established, labels the link between these the “objectivation moment,” which translates the 
collective production of repeated and valued patterns of social interaction into normative and cognitive 
structures reified as objective “facts” of the social world into which we are socialized.  To the extent that 
the original patterns of social interaction are valued for their moral characteristics (i.e., they are the 
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“right” patterns of interaction), as opposed to their technical characteristics (i.e., they are the “most 
efficient” patterns of interaction), institutionalization, and particularly objectivation, is the process of 
making the moral factual (Zucker, 1977).  Interestingly, if patterns of social interaction emerge from 
motives of efficiency, they are often infused with moral value during the institutionalization process.  For 
example, what we term “developed societies” emerged around social support and specialization of labor, 
which were efficient ways to share and divide the necessary work to master the land and, eventually 
machinery.  Yet, the very term “developed” suggests that a moral value as been infused into those 
practices. 
This equating of the moral with the factual represents an idealized state of balance between 
Weber’s constructs of formal and substantive rationality (Weber, 1948).  He warns that formal rationality 
(that of technical efficiency) promoted in the absence of substantive rationality (that of morality and 
values) can result in an “iron cage” of bureaucracy more concerned with the efficiency of means than the 
appropriateness of ends.  Neo-institutional theorists adapted this metaphor, originally focusing on the 
cultural-cognitive constraints inherent in the internalization moment.  Nonetheless, the correlation 
between value and power implicit in institutions (Stinchcombe, 1965) endures with the institution, or 
should –  as long as the underlying values remain valued, institutional arrangements that reflect them 
persist, or should. 
Misalignment of Values and Practices 
However, one consequence of the institutionalization process is that patterns of behavior become 
“taken-for-granted” and therefore, the rationalities, formal or substantive, behind them are no longer 
elaborated.  Typically, leaders may initially provide explicit justifications for the patterns of behavior, 
making their value explicit.  Over time, however, the actors inhabiting institutions may lose track of such 
values and the patterns of action become taken-for-granted and pre-conscious; successive generations are 
no longer personally aware of why the actions are patterned the way they are.  This may cause patterns of 
93 
action to persist even when the original conditions are no longer valid, as alluded to when practices are 
said to be “infused with value beyond the technical requirement of the task at hand” (Selznick, 1957: 17).  
Research has shown that institutional entrepreneurs identify such situations and work to establish new 
practices that are consistent with changed values (e.g., Greenwood & Suddaby, 2006; Maguire & Hardy, 
2009).   
Alternatively, however, the values may not change, but the practices may.  Because reproduction 
is not perfect, mutability (Clemens & Cook, 1999), transposability (Sewell, 2002), and other minor 
variations are subject to selection and retention processes (Weick, 1995) which can lead to a 
misalignment between practice and value, even if the values remain relatively constant.  Although 
institutional forces should minimize such variations, they will not eliminate variation completely and 
may, under certain conditions, enable variations (Seo & Creed, 2002; Weber & Glynn, 2006; Zilber, 
2002).  In such a case, the structures and patterned interaction no longer embody the values, especially the 
longer-term values, which originally gave rise to the institutional arrangements.  If they become 
sufficiently misaligned that the taken-for-granted patterns of social interaction are called into question, the 
institution itself comes under threat of deinstitutionalization or change. 
This condition is evident in the perspectives of the President and Congress in this study.  
Triggered by the ongoing market crises of the past five years, they assess both the values they believe to 
be embedded in the stock market, and the practices manifest in its operation.  They find them misaligned, 
but ascribe primacy and authenticity to the substantive rationality of abstracted values (e.g., public 
interest, fairness), and assert the genesis of the current conditions lies in practices which are inconsistent 
with those values (e.g., manipulation and fraud, abuse of privilege, speculation).  In this case, the loss of 
taken-for-grantedness precipitated by the crises does not yield wholesale institution change; rather, these 
actors work to realign the practices with the values of the substantive rationality which they purport 
spawned the structures in the first place.  In effect, the guardians work to preserve those aspects of the 
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institution which they value, by changing various aspects of the institutional arrangements (practices and 
structures, and the power embedded in them) they believe no longer appropriately reflect those values. 
This process, which I term Institutional Guardianship, is depicted pictorially below in Figure 7.1, 
with the inner wheel representing the values embedded in the institution, and the outer wheel the practices 
manifest in the structure and interactions.   
Figure 7.1:  Generic Process of Institutional Guardianship 
 
While the Wall Street actors, who hold as primary the values of efficient market operations, do 
not find a misalignment between that value and existing practices, they do see the potential federal 
regulation of the market as interfering with that underlying value.  Thus, while they do not experience the 
misalignment represented in the third wheel in the sequence, they fear it will occur if the market is 
regulated, and look to prevent it from happening.  Thus, their actions to prevent the change in structure – 
more consistent with the current treatment of institutional maintenance or defensive institutional work 
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difference, other than what values are perceived to be embedded in the institution, is in the timing of 
when they engage in the guardianship activities vis-a-vis the misalignment. 
Notably, this model ascribes more agency and values-based deliberation to institutional actors 
than most institutional research, with the possible exception of some work in institutional 
entrepreneurship (e.g., Suddaby & Greenwood, 2005).  It also suggests a way out of Weber’s (1948) “Iron 
Cage.”  Consistent with a more Selnickian, value-laden perspective on institutional leaders (Kraatz, 
2009), it suggests that, at least some institutional actors may hold the institution itself, and the manifest 
institutional arrangements, accountable to the values which gave rise to it. 
To realign the structure with values, actors draw on the cultural resources, such as cultural 
toolkits (Swidler, 1986) or cultural vocabularies (Weick, 1995), to reassert the substantive values and re-
align practices with them.  This mirrors, to some extent, institutional preservation, where actors search 
“for ways to carry over norms from the previous regime into the construction of the new institutional 
order.” (Hirsch & Bermiss, 2009:263).  However, instead of attempting to preserve only a subset of 
valued aspects of the institutional order, they instead attempt to re-institutionalize the entire order.  As 
outlined above, these cultural resources can vary, and will typically align with the values the guardian 
seeks to preserve.  President Roosevelt sought to preserve the abstracted “social values” of the “ancient 
truths” and used highly abstracted and morally based resources, such as biblical allusion.  Wall Street 
sought to preserve efficiency, and drew on cultural resources aligned with their status as professionals, 
and the accompanying expertise and jurisdiction.   
Based on this study, I propose a generalized model of institutional guardianship, described below 
and depicted graphically in Figure 7.2.  Across all three categories of actors, guardianship behavior was 
triggered by a perceived or potential threat to the values embedded in the institution, although actors 
varied in what they valued or the perception of the threat.  The actors then uniformly engage in 
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guardianship activities comprising three distinct tactics – Defining the problem, Proposing action, and 
Authorizing action – and draws on cultural resources in all of them. 
Figure 7.2: A Generalize Model of Institutional Guardianship 
 
 
 
 
 
\ 
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values-based explanation of WHAT purpose the institution serves (whether based in substantive or formal 
rationality), they were coupled with explanations of WHY such purposes are not served by existing or 
proposed institutional arrangements, by either assigning causality between existing practices and the 
genesis of current market conditions or hypothesizing undesirable consequences of proposed activity.  
Here, the institutional guardians linked specific practices manifest in the institution with outcomes 
contrasted to the values they purported it served.  For example, stories of how pool operations created 
misleading signals about interest in a stock showed that manipulative practices undermined the value of 
protecting investors and fairness.  Similarly, hypothetical stories of how proposed margin requirements 
would precipitate the liquidation of investors’ accounts linked changes to existing practices to 
undermining market efficiency. 
Action.  Importantly, guardianship activities go beyond the problem definition.  By the time 
guardianship is triggered, the misalignment, or potential thereof, is such that awareness of the problem 
alone will not solve it.  Although outside the scope of this study, considerable efforts were made in the 
prior year to raise public awareness of the fundamental incompatibility between speculation and the 
values embodied in the stock market, yet dangerous speculative activity continued.  Given that 
institutionalized practices, by definition, have a propensity for persistence, action is necessary to realign 
practices with the underlying values.  The elaboration of proposed values allows for actors in the 
institution to validate that such actions are, in fact, consistent with the underlying values.  Thus, in this 
study, proposed actions were framed in light of the values they supported, aligned with each actor’s 
subjective assessment of the institutions underlying purpose, as is evident in the prevalence of the phrase 
“as necessary or appropriate for the public interest or the protection of investors” in proposed legislation.   
Further, the link between values and proposed action can be contested, as happened with several 
specific aspects of legislation proposed prior to the enacted statute.  Thus, guardianship requires that the 
guardian has made a clear link between the proposed solutions and the WHAT and WHY contained in the 
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problem definition, explaining HOW such action will restore the appropriate values.  Otherwise, such 
propositions may be seen as potentially misaligning other aspects of the institution and trigger their own 
guardianship responses, as happened with proposals to eliminate short selling. 
Authorizations.  Finally, it is important that institutional guardians are authorized to engage in 
such behaviors.  In this particular study, the context is highly politicized, so the issue of authorization is 
perhaps more salient – and contested – that it may be in others.  However, as outlined in other work 
(Rubstov et al., 2010), for much of its history, the stock market operated under the logic of a private club, 
outside the realm of government action.  A significant part of Congress’s activity is to provide cultural 
accounts for WHO has the responsibility for ensuring the institutional practices and values are aligned.  
Interestingly, unlike Lawrence’s work on institutional strategy (1999), in this case agents previously 
considered outsiders to the institution authorize themselves by drawing on superordinate cultural accounts 
(e.g., public welfare).  The Acts of 1933 and 1934 represent the first direct federal regulation of securities 
exchanges, reflecting a shift in logics from the exchanges as “private clubs” to “public institutions” 
(Rubstov et al., 2010).  Although the actors involved – The President and Congress – held positions of 
institutionalized power in other aspects of society, their actions here reflect an ability to leverage that 
power into a previously-disconnected institution.   This self-authorization through appealing to broad 
values embodied in the institution has also been shown in efforts to claim tradition institutional roles 
(Creed et al., 2010), but this suggests the guardians created and claimed new institutional roles. 
Across all three activities, the integral role of cultural resources in connecting values, actions, 
jurisdiction, and problematizations is an important aspect of institutional guardianship.  This is consistent 
with other work that has looked at the role of symbols (Glynn & Abzug, 2002; Zilber, 2002, 2006) and 
other cultural resources  in institutional work, and strengthens Hirsch and Bermiss’s (2009) discussion of 
the importance of cultural context in institutional work. 
Implications for Institutional Theory 
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This study makes several important contributions to Institutional Theory specifically, and to 
organizational theory more broadly.  First, it begins to address a gap in the current work that examines 
agency in institutional environments by focusing explicitly on agency used to preserve or protect existing 
institutional arrangements.  The agents in this study were not cultural dopes caught up in the mindless 
propagation of the institutional context in which they were suspended.  Instead, they exhibited many of 
the attributes of the ‘hyper-muscular’ change-agents usually found in stories of institutional 
entrepreneurship (Powell & Colyvas, 2008), yet their focus was on stabilizing the institution, rather than 
changing it.  Extending other work in this area (Angus, 1993; Zilber, 2009), this work specifically 
examines the use of agency for persistence in contested, rather than non-contested, contexts.  This 
suggests that institutional persistence, at least in some cases, may be the result of on-going, continuous 
effort, rather than a perpetual state established early on by institutional leaders but then left unattended.  
This has implications for our understanding of institutional entrepreneurship, especially entrepreneurship 
aimed at changing existing institutional arrangements as opposed to creating new ones.  Entrepreneurship 
may well require different forms and tactics in the face of overt guardianship as opposed to in its absence. 
Second, and related, because these agents did resemble the “hyper-muscular” change agents 
typically associated with institutional entrepreneurship, it raises new questions about the availability and 
use of power within institutions.  Remembering that Stinchcombe (1968) asserted that powerful actors are 
committed to specific values through the institution, it seems reasonable that they would exercise that 
power in support of persistence.  Yet Fligstein (1997) observes that under conditions of threat or crisis, 
those powerful actors cannot draw directly on the power afforded them by the institution itself, since the 
very appropriateness of those arrangements – and therefore of the distribution of power – has come under 
question.  This is evident in this work primarily in the various forms of authorization employed by both 
the President and Congress.  While Wall Street actors, who held traditional positions of power in the 
institution, attempt to marshal their institutionally-sanctioned power, the President draws on the power of 
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religion and morality and Congress on the power of the legal system and due process.  It appears that the 
uncertainty precipitated by the threat to the institution is conducive towards, or perhaps even requires, the 
assertion of forms of power previously excluded from the institution. 
Third, it begins to delineate different ways in which agency may be used for preservation by 
identifying different patterns of cultural resources (e.g., morality, due process) and values (ancient truths, 
national interests) that are invoked by actors occupying different positions in the institutional 
environment.  Further, the distinct patterns of action and resources align with various aspects of the subset 
of institutional work labeled institutional maintenance (Lawrence & Suddaby, 2006).  This study provides 
empirical evidence for several different forms on institutional maintenance, and suggests a relationship 
between such tactics and various cultural resources and the institutional role of the agent. 
Fourth, this work continues to demonstrate that the constitutive elements of institutions (i.e., 
cultural/cognitive, normative, and regulatory) may be more interdependent than discrete.  Following work 
that shows government regulatory action is influenced by the cultural/cognitive assumptions of the 
dominant institutional logic (Rubstov et al., 2010), this work demonstrates that institutions are non-
discrete.  Institutions are not only embedded within each other (Holm, 1995), but may be built on 
overlapping values allowing one set of institutional actors (e.g., politicians) to leverage their 
institutionally defined roles into other institutions that they successfully argue share some of the same 
foundational values (e.g., public interest).  Importantly, only actors from “appropriate” alternative 
institutions are likely to be successful in these endeavors.  It is unlikely that any council of clergy from a 
religious denomination would have succeeded in extending their institutional reach into financial markets.   
This raises interesting questions about the ways in which we study institutional theory, which 
often bounds or defines the institution by industry or sector.  Institutional theory is traditionally classified 
as an “Open Systems” approach to Organization Studies (Scott, 2003), meaning that boundaries between 
organizations are permeable, thus field level forces outside the organization (e.g., an industry focus on 
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quality) affect action within the organization (e.g., adopting ISO 9000).  Yet, at the field level, 
institutional research frequently bounds the institution studied by definition (e.g., the health care 
industry). Yet, this study suggests boundaries between institutions themselves are permeable, and that 
imposing predefined boundaries may inhibit our ability to fully understand institutional forces.  Network 
theory (Borgatti, Mehra, Brass, & Labianca, 2009) and Complexity Theory (Brown & Eisenhardt, 1997) 
may be useful in understanding the inter-institutional effects suggested by this study. 
Likewise, it demonstrates that the multifaceted aspects of institutions are also not discrete 
components; the cultural/cognitive, normative and regulatory aspects of institutions are, at least at times, 
highly integrated.  The institutional guardians in this study grounded every aspect of their activities, from 
their self-authorizations to their problematizations of the institutional arrangements to their proposed 
actions in the normative aspects of the institutions, but conveyed these through cultural accounts.  Their 
actions belie the artificial separation of these aspects evident in much institutional research (Mizruchi & 
Fein, 1999) and implicit in the pillar metaphor. Even recent work that suggested institutional work may 
constitute combinations of maintenance, disruption, and creation simultaneously, still promotes a clear 
distinction between, at least, the cultural/cognitive and the regulatory and normative aspects of 
institutions (Zilber, 2009).  However, the guardians’ dependence on cultural resources in advancing their 
work, suggests they were constantly accessing and deploying all three aspects of the institutional context. 
My final contribution, which extends beyond institutional theory, raises new and intriguing 
questions about what constitutes change or persistence in social systems.  While there has been 
considerable attention paid to “change” in the study of organization, there has been less explicit attention 
paid to persistence, at least to persistence as something that is “achieved.”  In this sense, perspectives 
consistent with the construct of change (including innovation and creativity) occupy a privileged position 
in our scholarship.  The actions of those who work to preserve valued aspects of existing social systems 
are often relegated to forms of “resistance to change” with which the entrepreneur or manager must do 
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battle and overcome.  Change, its variants, and its derivatives are often equated with progress and 
therefore valued and worthy of study.  This study shows that persistence may also be valued and 
achieved, and that persistence over the long term, may require restorative or corrective action in the short 
term.  As such, agents may change specific social practices in their efforts to preserve a valued social 
system in which they are embedded.  This raises interesting questions about how we understand and 
classify organizational, as well as institutional, change. 
Limitations 
As with all research, especially research grounded in the analysis of a single case, the research 
presented here has certain limitations.  The most significant of these relate to the empirical setting itself.  
Both temporally and contextually, the data from this study are grounded in a particularly specific, and 
potentially extreme and unique context.  To a certain extent, the recent financial crisis and numerous 
parallels drawn with the Great Depression and even the Pecora Commission itself, raise our awareness 
that historical settings can serve to inform our current understanding of social systems.  (I reflect on 
exactly this point in the epilogue which follows this chapter.) 
Perhaps more importantly, the empirical context is specifically highly political and perhaps more 
pervasive and visible than most institutional settings.  These factors may have biased the actions I studied.  
Actors may have been more restrained because of the visibility, or engaged in more ceremonial acts 
because of the politically charged nature of the context.  While every effort was taken to detect and 
account for any such bias, it is impossible to accurately reconstruct the internalized thoughts of actors 
even in present-day lab experiments, let alone those from three-quarters of a century past. 
Another limitation of this study, as with all single-case studies, is that the case itself was not 
selected at random.  I deliberately chose this setting because it exhibited, at least in part, the phenomenon 
I was interested in: stability of an institution that faced a significant crisis.  Although I was interested in 
how actors in that setting worked to support institutional persistence, I included a range of actors 
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expecting to contrast actors and actions promoting change with those working to promote persistence.  
Instead, I found variance in the degree of change or persistence actors promoted, and variance in the 
aspects of the institution they fought to preserve.  Comparative case studies, across multiple institutional 
contexts that have come under threat, evidencing varying degrees of change and persistence, would 
provide a more robust research design to test and elaborate the model and constructs proposed here. 
Finally, my analysis is grounded primarily in the legislative history of the Securities and 
Exchange Act as passed in 1934.  Although it includes comprehensive transcripts of floor debates and 
committee hearings and testimony, they are retrospectively compiled to provide the rationale for the act as 
enacted.  While this represents the “dominant” or “victorious” cultural account, it potentially marginalizes 
other perspectives.  For example, while I included letters from constituents read into the Congressional 
Record in my analysis, I have no access to any letters received which were not read in.  Analysis of 
response to a current institutional crisis would allow for access to data and processes not filtered by time 
and other agents, at least in theory.  The current crisis facing the Episcopal Church might offer exactly 
such a research setting for someone with appropriate access. 
In this dissertation I have analyzed the creation of the Securities and Exchange Commission in 
1934 to expand our understanding of how actors employ agency in the service of the persistence of social 
systems.  While this concludes my analysis, in the next section, I offer an epilogue in which I reflect on 
the parallels between the market conditions the led to the creation of the SEC and those precipitated by 
the mortgage meltdown of 2008.  My goal is to leverage this study to offer insights and interpretations of 
our current situation, and reflect on how we can learn from the past, or at least from not having yet 
learned from it. 
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EPILOGUE:  THE PERSISTENCE OF INSTITUTIONS 
“It’s hard to keep the line between the past and the present.” 
(The younger Edith Bouvier Beale, Grey Gardens) 
 
The setting of this dissertation is paradoxically timely.  Although the Securities and Exchange 
Commission remains with us today, arguably an institution in its own right at this point, an analysis of the 
thought processes, proposals, and intentions of pre-World War II political leaders, financial tycoons, and 
ordinary citizens should, by all accounts, be at most an interesting anachronism – a glimpse into the past 
whence we came.  And yet, it is not.  And that simple fact, perhaps better than any rigorous scholarly 
study, captures the incredible power of institutions. 
As I immersed myself in the data and empirical setting which form the basis for this dissertation, 
the Presidential election of 2008 ensued.  One day, with the news droning in the background, I heard 
someone reading what I thought was a quote from my data.   
“Our economy, I think, still, the fundamentals of our economy are strong.” 
As I listened to the quote, two things nagged at me.  One, the quote is not complete.  Hoover, I 
knew (as only a Ph.D. student immersed in his or her dissertation data can know), referred explicitly to 
the production and distribution of commodities.  Two, the voice was that of Republican nominee John 
McCain.  Of all the Republic Presidents before him, why would he quote Herbert Hoover, especially as 
we teetered on the edge of financial crisis?  Reagan, Lincoln, and Teddy Roosevelt all found ways to 
inspire confidence in time of peril, surely any one of them would have been a better choice. 
As it turns out, I had made an erroneous assumption:  John McCain was not misquoting Herbert 
Hoover; he was, for all intents and purposes, channeling him.  More accurately, he was speaking from and 
breathing life into the Laissez-Faire economic philosophy that precipitated both financial crises.  An 
arguably institutionalized philosophy – long-held and very resilient – that states at any given point in 
time, the current instantiation of the capital market in the United States is, in the words of Mark Suchman 
(1995), “desirable, proper, or appropriate within some socially constructed system of norms, values, 
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beliefs, and definitions.”  This dissertation shows that this perspective – the taken-for-granted legitimacy 
of U.S. capital market activities writ large – permeates all aspects of our society, at least to some extent – 
and even constrains those who might otherwise work to change it, even today.   
As I would explain the subject of my dissertation to others, as Ph.D. candidates are prone to do, I 
invariably encountered two responses.  The first was always about how timely it was, with most people 
assuming I decided on my setting AFTER the mortgage meltdown.  The second was that, once the dust 
settled, the Obama administration and Democratic Congress would set about enacting serious financial 
reform.  My response, out loud, was always “Let’s hope so.”  But, being familiar with my data, to myself, 
I always thought: “But, don’t hold your breath.”   
Then, on Sunday, May 23, 2010, The New York Times reported: 
The financial reform legislation making its way through Congress has Wall Street 
executives privately relieved that the bill does not do more to fundamentally change how 
the industry does business.  [Eric Dash & Nelson D. Schwarz, New York Times, May 23, 
2010] 
How can it be that, in the wake of the Great Recession and the Troubled Asset Relief Program 
(TARP), as in the wake of the Crash of 1929 and the Pecora Commission, institutional change in this 
arena is, at best, incremental and at worst, merely symbolic.  Since the Roosevelt administration enacted a 
wide array of New Deal legislation, even establishing Social Security, and the Obama administration was 
able to push through significant, if not radical, health care reform legislation, it would seem unreasonable 
to assume they lack the political skill and clout to effect significant change. 
I believe the answer lies in the nature of institutions and institutional forces and, particularly, how 
strongly we tie our national identity to our market economy.  There is a structural advantage for those 
working to preserve an institution – they have the weight of history and institutional power in their favor.  
Thus, in 1934, Congress eventually defers to Wall Street Executive’s expertise, for example, in terms of 
the role of short sales.  While the formal report of the Pecora Commission calls for the elimination of 
short sales, the legislation does not.  And so, in 2010 we find short sales not only persist, but the concept 
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has evolved into a variety of sophisticated, opaque, securitized instruments (e.g., Credit Default Swaps), 
all designed to bet against the success of something the bettor need have no personal stake in.  And it was 
these inscrutable instruments that lay at the heart of the mortgage meltdown and financial crisis of 2008.   
Why was Wall Street able to so limit regulatory involvement in the markets and preserve this type 
of operation, both in 2010 and three-quarters of a century earlier?  Alan Hirschman, perhaps best known 
for his Exit, Voice, Loyalty framework, writes in the The Rhetoric of Reaction (1991), that through 
history and across contexts, those working against forces of change (or progress) draw on arguments of 
Perversity (i.e., messing with the system will actually create the opposite effect from what is desired), 
Futility (i.e., change is impossible, so attempts at change are a waste of time ), and Jeopardy (any change 
will lead to unanticipated and undesirable outcomes).  Certainly some of these arguments are evident in 
the Wall Street actors’ speech events, but my findings here suggest a more insidious form of conservative 
bias:  Institutions, even those experiencing crisis, are born out of some prior correlation of values and 
power, and people embedded in those institutional contexts are loathe to abandon those values.  I submit 
that this is why the particular arguments of perversity and jeopardy actually work – people are 
predisposed to value at least some aspect of the institution and these specific arguments resonate, even 
with agents of change, who must either disprove the arguments or abandon traditionally-accepted values 
to promote change. 
If this is true, and my research has led me to believe it is, it raises two important questions about 
institutional change.  1) How can we overcome this bias which favors conservatism? and 2) Should we try 
to do so?  Neither has an obvious or easy answer.  To investigate the first, we might contrast the case of 
financial regulation with the establishment social security (in the 1930s) or health care reform (in present 
day).  In both cases, it is arguably a greater degree of humility that serves as a foundation for effecting 
real change.  Specifically, in the recent battle over health care reform, cries of “we have the best health 
care system in the world” rang hollow in light of evidence showing dramatically higher health care 
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expenditures and significantly shorter life spans for Americans than most, if not every, other 
industrialized countries.  Health care reform may well have succeeded (and gained higher post hoc 
acceptance) because advocates were able to show the system was not, in fact, supporting underlying 
values (not only long life, but also, and perhaps more importantly for some, return on investment, as well 
as national pride and excellence).   
No such clear deficiency exists in the case of financial reform.  Politicians and news professionals 
dutifully reported the lessons Japanese had learned in a similar crisis, but the message never crystallized 
in to how our values could be better served with a different system; in fact, it never explicitly linked the 
system to underlying values.  And perhaps this is because we still have not identified them.  The stability 
and security of financial markets, and protecting the public interest, it seems, may not actually be valued 
in the United States, at least not as much as the upside potential of the Rags-To-Riches stories of Horatio 
Alger, or the entrepreneurial spirit.  In the Broadway musical 1776, one of the delegates to the Second 
Continental Congress suggests: “Most people would rather protect the possibility of becoming rich than 
accept the reality of being poor.”  That sentiment may well explain why we accept a market system which 
not allows people to get rich by selling stock they do not actually own, but also legitimates the 
securitization of other people’s misfortune.  A handful of people made a lot of money on the market in 
recent years, not despite the mortgage melt down and credit crunch, but precisely because of it.  And, 
somehow, this seems to be acceptable. 
We accept that our market economy is a zero-sum game –e.g., every dollar Pepsi makes is a 
dollar Coke did not.  So, since so many people lost in recent years, it makes intuitive sense that some 
must have also won.  But if our market economy is truly supposed to support the public interest and the 
general welfare, a win-lose metaphor is not, and cannot be, the right or best way to think of it.  In May 
2010, Apple overtook Microsoft as the technology company with the highest market capitalization in the 
United States.  Yet, Apple has not ousted Windows from dominance on the desktop; they did not “win” 
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the desktop battle.  Instead, they have succeeded by growing the pie – finding new products and new 
ways to create value for people and literally creating new industries, as they did with the iPod, which adds 
value to the way people engage with music. 
So, how can we realize real reform of the financial markets?  We need to make explicit the 
values from which the institution draws its power, and then ensure the institutional arrangements are in 
line with those values.  If, the underlying values are a secure national economy that works in service of 
the public interest and the general welfare, a system steeped entirely in the win-lose metaphor is simply 
incompatible with that – just as a health care system that costs more yet yields lower life expectancy is 
incompatible with the American values of national excellence (and values of good health and long life, 
too).  But that is a big if, and it raises the next question: should we do so? 
Some, I suspect, would argue that our very national excellence is a direct product of the 
competitive market that is built upon a win-lose metaphor, promoting a financial market version of 
evolutionary survival of the fittest.  And that if, as I submit, we must accept the public interest and general 
welfare as the guiding values of our economy in order to achieve real financial reform, we should simply 
not do so.  Doing so, they would say, is to abandon capitalism – the “general welfare” after all, is a 
“communal” concept, founding fathers notwithstanding.   
But, I reject this claim.  What defines the nation?  When I think of the nation at its best, I think of 
our role in World War II and of our scientific and technical advances borne in the space program which 
laid the foundation for the Strategic Defense Initiative (SDI) that would help end the Cold War without a 
nuclear confrontation.  These were times when the nation came together and acted towards a concerted 
public interest, all without abandoning the market economy.  President Franklin Roosevelt is famously 
quoted as saying of U.S. involvement in World War II, “I don’t want to see a single war millionaire 
created in the United States as a result of this disaster” and no one bet in the market against the companies 
retooled to make planes and ships.  Similarly, both the Space Program and SDI benefited the economy in 
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many ways, but people or companies did not profit by betting against them.  If America at its best can 
simultaneously promote the general welfare and maintain a market economy, might we be able to do it all 
the time, not just in times of world conflict or ideological war? 
Here again, I return to Apple.  Apple did not abandon a profit motive, but they are not more 
profitable than Microsoft.  They did not “win” the profit game; instead, they found a way to prosper 
independent of, and as it turns out, in addition to Microsoft’s prosperity.  They did not “bet against” 
Microsoft in the ways Credit Default Swaps, and those who created and bought them, bet against people 
keeping their houses.  Apple focused on creating value, and let Microsoft create value, and let Google 
create value.   
Using another example, when Toshiba abandoned the HD-DVD format, those who produced 
BluRay players and content, for example Sony, profited – but they profited from increased sales of the 
products they created – not just because they anticipated Toshibas failure.  Others, those who sold 
Toshiba stock short – or who “bet against” Toshiba, profited just from their misfortune, reflected in the 
resultant drop in Toshiba’s stock price.  A market system that legitimates, even valorizes, profiting not 
from your own products or services, but simply on the misfortunes promotes Schadenfreude and, to me is 
somehow anti-social in the largest sense of the word, or at least uncivilized.  Unlike those who made 
money from betting “for” Sony, who then had incentives for seeing that organization succeed, short 
selling Toshiba created incentives for seeing that organization fail.  Keeping organizations (and the 
people who depend on them) afloat is difficult enough without creating an incentive system that promotes 
their failure.  I submit that both the Great Depression and the Great Recession have in their origins, at 
least in part, a series of individual failures which were incentivized by a market system that legitimizes 
betting against others’ success.  Whether those incentives actually translate into actions that precipitated 
or even just accelerated their failures, is an interesting question for further research.  Since we know 
incentive systems are often better linked to actual behaviors than desired outcomes (Kerr, 1975), I suspect 
110 
the answer is yes.  So, given the incredible hardship faced by or still facing, American citizens as a 
consequence of both of these crises, I would therefore have to answer yes to the second question – we 
should try to change the institutions that comprise the financial market, even if it means reassessing the 
underlying values and asserting the primacy of the “General Welfare” over the competitive “win-lose” 
metaphor that legitimates Schadenfreude-based instruments and profits.  
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Appendix A:  Key actors in events leading to and enacting the creation of the SEC  
 
Actor Function/Role Selected relevant data Sample Data Items 
FEDERAL & STATE GOVERNMENT  (EXECUTIVE BRANCH) 
Franklin Roosevelt 
 
Governor (NY) 
U.S. President  
Partially campaigned on issue of securities reform & regulation. 
“It has been asserted that Roosevelt’s efforts were really directed at maintaining 
the status quo of governmental-business relations, even as recognized by Roosevelt 
sympathizers (e.g., Hardman, 1944, p23.)” (Bealing et al., 1996:324). 
Called for “Return to the ancient truth” in inaugural address. 
Campaign speeches 
Inaugural Address 
Letters to Congress 
Herbert Hoover 
 
U.S. President Elected US President in 1928 
Campaigned on “Coolidge Prosperity” and economic policy 
Believed federal regulation of securities unconstitutional 
Preferred voluntary partnership with Businesses and Wall Street 
Campaign speeches 
Presidential Addresses 
Andrew Mellon Secretary of 
Treasury 
Strongest & most consistent supporter of Laissez-Faire economic policy None in primary data. 
WWI Industrial 
Commission 
Responsible for 
preparing industry 
for WWI. 
Required unprecedented disclosure of financial information. 
Proposed disclosure of all facts potentially value to the public. 
Supported legal liability for promoters of fraudulent issues 
None directly in primary data, 
but referenced by some items. 
WWI Capital 
Issues Committee  
Established to 
manage national 
finances in support 
of the war effort. 
Lacked enforcement capabilities to ensure compliance 
Dissolved after WWI, but recommended establishment of regulation 
None directly in primary data, 
but referenced by some items. 
Federal Trade 
Commission  
Executive agency 
charged with 
business oversight. 
Established in 1914 to ensure fair consumer practices. 
Primarily an anti-trust agency. 
SE33 commissions it to oversee the disclosure provisions of the so-called “truth-in-
securities” act. 
Empower to enact SA33. 
FTC Commissioner James 
Landis active in forming SEC. 
FEDERAL & STATE GOVERNEMNT (LEGISLATIVE BRANCH) 
Congress  Federal Legislation Responsible for enacting SE33 & SEA34 
Two particularly important committees are: 
Senate Committee on Banking and Currency (SCBC) 
House Committee on Banking and Currency (HCBC) 
Additionally, earlier attempts at securities regulation introduced by: 
Congressman Edward Taylor (CO) in 1919 
Congressman Andrew Volstead (MN) in 1919 
Congressman Edward Denison (IL) in 1922 
And at least 16 others in early 1930s 
Congressional reports. 
 
Various bills and Acts 
resulting in SE33 & SEA34. 
 
Congressional hearing 
testimony. 
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States State regulation Individual states pass securities laws. 
Collectively called “Blue Sky” laws, they focused on new issues 
Federal Courts subsequently found all but one unconstitutional 
US Supreme Courts upholds right of states to regulate in-state sales; however, in-
state restriction makes them very ineffective 
None directly in primary data, 
but referenced by some items. 
Carter Glass  Representative & 
Senator from 
Virginia. 
“Father” of the Federal Reserve System 
Outspoken critic of Hoover administration securities policies 
Speeches & Debate on Floor 
justifying his positions. 
Duncan Fletcher Senator from 
Florida. 
Head of Senate Banking and Currency Committee (SBCC) starting in 1933. 
Introduced SBCC legislation into the Senate. 
Speeches & Debate on Floor 
justifying bills introduced on 
behalf of the SBCC. 
KEY NON-GOVERNMENT PERSONNEL  
Ferdinand Pecora  Chief Counsel for 
Senate Committee 
Hearings. 
Primary author of legislation eventually adopted as SEA34 
Appointed one of the first SEC Commissioners 
According to J. Seligman, “In spite of the severity of the stock market crash, 
effective securities legislation might not have been enacted had Pecora’s 
revelations not galvanized broad public support for direct federal regulation of 
stock markets.” (p.2) 
A Theodore Roosevelt Republican, he joined the democratic party because he was 
impressed with Woodrow Wilson’s policies.  
Activity in Senate hearings. 
Authored of portions of SBCC 
reports. 
Joseph Kennedy Appointed first 
commissioner of 
SEC. 
Considered friendly to interests of business and Wall Street 
Participated in Libby-Owens-Ford stock pool 
None in primary data. 
William O 
Douglas 
Yale Law 
professor 
SEC Commissioner (1934-1937) & Chair (1937-1939) 
Early critic of limited scope of SE33. 
None in primary data. 
PROFESSIONS & PROFESSIONAL ORGANIZATIONS 
Investment 
Bankers 
Association  
Professional 
association for 
investment 
bankers. 
Established goals of: 
Resisting undesired regulation 
Promote professional status and legitimacy 
Protect “fair” profits 
Opposed securities control & full disclosure 
Advocated general fraud laws  
Apparent self-interest renders it relatively ineffective  
Reports and legal briefs 
submitted to Congressional 
Committees. 
Business 
Community & 
Accounting 
Profession 
Lobbies for 
business and 
accounting 
profession. 
Lobbied against disclosure requirements with cost-benefit logic None directly in primary data, 
but referenced bysome items. 
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WALL STREET ORGANIZATIONS & ACTORS 
New York Stock 
Exchange  
Largest of state-
based exchanges. 
Focus of the Pecora Commission’s investigations and SE33 & SEA34.  
Richard Whitney  President of NYSE Continued proponent of exchange self-regulation 
Proposed exchanges appoint SEC commissioners 
 
National City 
Bank  
(now Citibank) 
Investment bank 
that comes under 
investigation. 
Created/owned National City Company  
Became largest securities issuing entity in the world 
Sold more than $650 shares in the bank, most of that value was lost in the 1929 
crash. 
 
 
Charles E. 
Mitchell  
President of 
National City 
Bank. 
Investigated by Pecora Commission. 
Arrested for tax evasion in 1933. 
Found innocent of criminal charges, but lost a $1M civil suit settlement to the US 
Government 
Representative Carter Glass said of him in 1929: “Mitchell more than any 50 men 
is responsible for this stock crash” 
 
123 
Appendix B:  A timeline of events relating to securities regulation 
 
Year Month/Season Activity  
1850s – 
1917 
 States, beginning with Massachusetts, enact “Blue Sky Laws” which are initially 
ruled unconstitutional by Federal Courts.   
These laws are generally aimed at new securities issues, giving them the right to 
refuse issuance if they find the securities questionable or promise the “Blue Sky” 
Federal courts rule all but one of these unconstitutional due to potential 
interference with inter-state commerce and ill-defined licensure requirements. 
1890  Passage of Sherman Anti-Trust Act exerts federal legislative power over 
business ownership and structure.  The act is largely unspecified and is shaped 
mostly in judicial rulings. 
1912 May Pujo committee established to investigate Wall Street cabal, precipitating the 16th 
Amendment to the US Constitution, the Clayton Anti-Trust Act, and the Federal 
Reserve Act 
1913  Rep. Carter Glass asked by President Woodrow Wilson to prepare legislation to 
reform banking, eventually supporting an independent Federal Reserve Board to 
directly control currency, in which he took a proprietary interest thereafter. 
1917  U.S. Supreme Court upholds rights of states to regulate securities issuance within 
state borders.  While upholding the laws, the intra-state restriction renders them 
ineffectual. 
April U.S. Joins World War I.  To prepare the national economy for the war, both the 
Industrial Commission (CI) and the Capital Issues Committee require financial 
disclosure in the business sector.  This represented the earliest federal initiatives 
in the area of financial disclosure. 
1919  In the aftermath of WWI, the CIC is disbanded, but its final report recommends 
“federal supervision of securities issues, here undertaken for the first time, 
should be continued by some public agency  … to check the traffic in doubtful 
securities…” 
Bills introduced by Rep. Andrew Volstead and Rep. Edward Taylor to regulate 
securities.  These, and particularly the Taylor bill, foreshadow the securities 
regulation of 1933 & 1934.  The Taylor bill would have required registration 
(with the Treasury Department) of any stock issue for any company engaging in 
interstate commerce, and established legal liability for all persons signing any 
such registration shown to contain falsified information. 
Both bills fail, largely due to lobbying by the business community grounded, 
among other concerns, on their assessment that the cost of disclosure far 
exceeded the benefits. 
1920 – 
1927 
 Stock values on NYSE double over the course of eight years.  This roughly 
tracks the increase in economic production in the country. 
1922  Another bill introduced by Rep. Edward Denison to regulate securities exchange 
was defeated based on opposition from the companies that would have been 
regulated.  
1927 – 
1928 
 Now Senator Carter Glass becomes vocal opponent of speculative stock 
practices.  In 1927,  he advocates a 5% tax on stocks held less than 60 days to 
discourage “stock market gamblers.”  In 1928, he predicts that, if left unabated, 
“gambling in stocks and bonds, without regard to the need for money in 
legitimate industry … the people of the United States may find it necessary to 
overhaul the whole conduct of the Federal Reserve system.”   
1928 
 
March - August Stock prices on NYSE double again in this six month period. 
Summer/Fall Then Secretary of Commerce Herbert Hoover, campaigning explicitly on 
extending the “Coolidge Prosperity” through continuation of the Laissez-Faire 
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economic policies, is elected 31st President of the United States. 
1929 February Federal Reserve Board cautions members against borrowing for speculative 
loans. 
March On 6th, Hoover urges Federal Reserve Board to reduce credit for speculative 
purposes 
On 23rd, Federal Reserve Board holds unprecedented Saturday meeting, but 
issues no statement. 
On 26th, Federal Reserve Board silence reduces “speculative fever” and stock 
prices plummet on record volume of 8M shares. 
On 26th, National City Bank Chairman Charles E. Mitchell defies FRB caution 
on speculative loans and borrows money from the New York Federal Reserve to 
prevent liquidation of margin loans.  The Federal Reserve and Hoover back 
down. 
Spring & Summer Speculation resurges.  Share prices increase 25% and brokers’ loans reach a rate 
of $400M/month. 
Senator Carter Glass charges that the Federal Reserve Board should have 
prevented National City Bank from borrowing for speculative loans in March. 
October On 18th, 19th, and 21st, each day saw major single day drops in stock values 
On 22nd, slight recovery  
On 23rd, another significant loss 
The New York Times Average fell over 10% (30 out of 291 points) in the six 
day period from 18th – 23rd. 
Investment banker pool purchases $20-$30M in securities to stabilize market on 
Thu 10/24. 
On 25th, Hoover, trying to boost confidence in the economy issues statement 
saying “the fundamental business of the country, that is, production and 
distribution, is on a sound and prosperous basis.” 
On 10/28, NYSE experiences staggering record-breaking losses.   
On 10/29, NYT Average falls 24 points in single day. 
In the eight weeks since Labor Day, NYTA loses 111 points (36%), representing 
$18 Billion. 
November On 1st, Senator Joseph T. Robinson issues statement to press citing that Coolidge, 
Mellon, and Hoover “contributed, by unduly and repeated optimistic statements 
to the creation of enthusiastic, if not frenzied adventures in stocks.” 
On 21st, Hoover begins assembling leaders from industrial sector to urge them to 
maintain current levels of employment and wages.  
Mellon continues to support laissez-faire policy, suggesting the slump will 
liquidate itself and that it would “purge the rottenness out of the system… People 
will work harder, live a more moral life.  Values will be adjusted and 
enterprising people will pick up the wreck from less competent people.” 
1929 - 
1930 
December – May  By first week of January 1930, six members of congress proposed legislation 
aimed at regulating financial markets through disclosure, margin loans, or 
restrictions on short sales. 
Simultaneously, the stock market was moderately rebounding. By April it had 
regained about half of the losses in October and November of 1929, in what has 
been termed “the Little Bull Market.” 
Hoover claimed the government’s partnership with business restored public 
confidence in the system.  The tentative tone in his December State of the Union 
address, in which he acquiesced that it might be desirable for Congress to revise 
some aspect of banking legislation, faded quickly, and by March he predicted 
that the worst effects of the crash on unemployment would be over by summer.   
On May 1st, Hoover told the U.S. Chamber of Commerce “I am convinced we 
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have passed the worst and with continued effort we shall rapidly recover.” 
1930 June Hoover signs Smoot-Hawley tariff bill -- Market begins another slump.  
Senator Carter Glass reiterates Robinson’s charge that Hoover’s undue optimism 
contributed to the crash, and introduces legislation “to prevent undue diversion 
of funds into speculative operations” and attacks the State Departments role in 
“approving” issues of foreign securities amidst publicity of foreign bonds in or 
nearing default. 
October Hoover invites NYSE Chairman Richard Whitney to a “secret” dinner to consult 
on methods to curb “bear raids”. 
November Campaigning largely against the now clearly false economic optimism of the 
Hoover administration, Democrats took control of the House and came within 
one vote of control of Senate after a decade of Republican control. 
1931  Hoover continues to push the NYSE to self-regulate, still citing lack of 
constitutional authority for federal regulation. 
May NYSE calls for daily reporting on short sales amid publicity of bear raids. 
September NYSE implements a temporary ban on short sales after the Bank of England 
suspends gold payments. 
October Senate majority leader, James E. Watson, publicly warns Hoover that a Senate 
investigation into the stock market was virtually inevitable. 
On 16th, Richard Whitney delivers radio address insisting short sales are 
“essential to an open market for securities.”   
December Members of the 72nd Congress, in partial response to Whitney’s address, 
introduce ten different bills to regulate securities exchange, most with a 
particular focus on short-selling.  The language of these bills included imposing a 
25% tax on all short-sale profits, declared that short sales “exert a vicious 
influence and produce abnormal and disturbing declines of prices that are not 
responsive to actual supply and demand” (both from Senator Arthur Capper), 
while Senator Smith W. Brookhart’s bill included provisions to imprison any 
person who sold stock short. 
On 18th, Senate Hearings on foreign debt securities begin under the supervision 
of Senator Hiram Johnson.  Of the $6.3B in foreign bonds Americans had 
purchased since 1923, 90% of them had substantially depreciated (by as much as 
93%), while the investment banks were making as must as 14% commission on 
these issues.  The hearings reiterated Senator Carter Glass’s concern over the 
State Department’s role in “approving” foreign securities as often providing a 
veneer of legitimacy to bonds of otherwise clearly questionable value. 
By end of year, unemployment was at 25% and productivity and income was half 
its 1929 rate.  Stock values were approximately a mere 20% of their high in 
1929. 
1932 January Hoover meets with directors of NYSE and demands the exchange take 
immediate action against pool operators and bear raiders. 
February Andrew Mellon resigns as Secretary of the Treasury. 
On 16th, Hoover meets with Richard Whitney, threatening legislative regulatory 
action unless the exchange reformed itself. 
On 17th, NYSE issues new rule that brokers obtain written permission from 
clients before lending shares to short-sellers.  The rule is generally ceremonial, 
and does not materially affect short-selling activity. 
On 19th, Hoover tells press “Exchanges … should take adequate measures to 
protect investors from artificial depression of the price of securities for 
speculative profit.  Individuals who use the facilities of the Exchange for such 
purposes are not contributing to recovery of the United States.” 
On 24th, during testimony to House Judiciary Committee hearings on short-
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selling, Richard Whitney states he does not believe the written-permissions rule 
(passed on the 17th) will hinder short-selling. 
Hoover calls Senators Frederick Walcott and Peter Norbeck, Chair of the SCBC, 
asking them to initiate an investigation of stock exchange practices. 
On 28th, Senator Walcott lobbied for a Senate resolution for the study of bear-
raiding, which, limited in scope to not result in legislation, had little support. 
March On 3rd, Republican Senators Norbeck, James P. Couzens, and John G. Townsend, 
as Senate Democrats, passed a resolution for “a thorough and complete 
investigation … and recommendations for the remedial legislation”. 
On the 4th, the full Senate authorized the resolution and funded it with $50,000. 
For next five weeks, during the President’s silence on the matter, the SCBC 
postponed the hearings while debating previous legislation. 
April On 7th, the President invited Walcott to the White House after a surge in short 
sales the prior week and circulation of a rumor of a bear raid planned for the 9th.  
On 8th, an emergency hearing of SCBC issues subpoena for NYSE president 
Richard Whitney to appear the following Monday as the first witness at the stock 
exchange inquiry. 
Claude Branch, from Providence, RI, appointed temporary counsel for the 
hearings. 
On 11th, Hearings commence.  SCBC characterized as disorganized and 
unprepared. 
On 12th, SBCS Chairman Norbert maneuvers the relatively passive Claude 
Branch out in favor of then-assistant William Gray, a Philadelphia trial attorney 
with more experience in cross-examination. 
On 18th, hearings resume with Gray as chief counsel. 
On 25th, Norbert reorganizes commission to exclude Hoover confidant Walcott.  
In response, Hoover distances himself from the hearings. 
On 27th, Rep. Fiorello La Guiadia produces the first evidence of price 
manipulations in support of pools.  After what is seen as the first positive results 
of the hearings, Norbert adjourns the hearings until mid-May to gather more 
evidence. 
May – June SCBC hearings resume, but the new evidence was unorganized and critical 
connections to misbehavior were missing.  
Gray attempted to show DNC chairman John J. Raskob short-sold GM, but when 
he was unsuccessful in doing so, Democrats accused him of political 
maneuvering. 
As interest faded, Norbert barely convinces a majority of the SCBC to seek 
another $50,000 to continue hearing until the end of the 72nd Congress in March 
of 1933. 
On 6/1, the RNC adopts its platform, which is absent any mention of the ongoing 
investigation of stock exchange practices or possible regulation. 
On 6/24, SCBC hearings adjourned and committee votes to discontinue the 
services of Gray and his investigators. 
Norbert assigns evidence gathering to James E. Stewart with instructions to keep 
expenses down, while awaiting the election results. 
July NYSE Securities valued at $16B, an 83% loss since 9/1/29. 
NYSE Bonds valued at $31B, a 37% loss since 9/1/29. 
Summer/Fall FDR wins election as 32nd President of the United States, campaigning largely on 
the “New Deal” platform of economic and social reform, including specific 
attention to securities reform.  In accepting the Democratic nomination he cites 
the need “to protect the investing public” and “to restore public confidence” by 
“compelling full and fair disclosure to investors of all material facts” through 
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“the letting in of the light of day on issues of securities, foreign and domestic.”  
In particular, he emphasized disclosure through the repeated admonishment “Let 
in the light!” 
Hoover ignores the issue in all but the final week of his re-election campaign, 
when he finally reasserts his view that there is doubtful constitutional authority 
for federal securities regulation. 
November After FDR’s election, Norbert makes plans to resume the SCBC hearings.  
Attempting to secure a new chief counsel, he offers the position to Harold Ickes 
(soon to be Secretary of the Interior), Samuel Untermyer (counsel to the Pujo 
Committee), and Samuel Seabury (recently successful in an NYC corruption 
case), who all declined.  His fourth choice, Irving Ben Cooper, was an assistant 
to Seabury, accepts. Immediately after doing so, he announces he has engaged 
seven assistants and moves the headquarters to New York City.  He resigns after 
Norbert refused his request for 500 blank, signed subpoenas and a liaison from 
the SCBC arrived in NYC, implying the SCBC was not committed to a genuine 
investigation. 
1933 – 
1934 
 Throughout these two years, extensive hearings are held for the SCBC inquiry 
into stock exchange practices.  Considerable legislation, originating both with 
FDR and Congress, relating to regulating securities practice is debated on the 
floors of both houses of Congress.  Unlike the bulk of this stylized history 
surrounding the creation of the SEC, the verbatim full text of such hearings and 
debates will form the primary data sources for analysis.  A schedule of such 
materials is provided in Chapter 5 and samples in Chapter 6 of this proposal. 
1933 January After conferring with SCBC Chair-elect Senator Duncan Fletcher, Norbert 
offered the position to Bainbridge Colby, who declined but recommended 
Ferdinand Pecora as “the most brilliant cross-examiner in New York”.   
On 24th, Pecora accepted and would remain chief counsel through the remaining 
hearings, giving rise to the common moniker of “The Pecora Commission” for 
the hearings and “The Hellhound of Wall Street” for himself.  
February On 15th, hearings resumed with examination of Insull public utility and National 
City Bank. 
In Mid-February Michigan declares an eight-day bank holiday to curb of bank 
runs and gold withdrawals, which is subsequently extended. 
The second half of February saw bank holidays and closures in NJ, MO, MD, 
OH, PA, IN, and KY. 
March On 3rd, Federal Reserve Board temporarily suspends gold requirement.  
On 4th, FDR inaugural address includes following:  “Practices of the 
unscrupulous money changers stand indicted in the court of public opinion, 
rejected by the hearts and minds of men … The money changers have fled from 
their high seats in the temple of our civilization.  We may now RESTORE the 
temple to the ancient truths.  The measure of the restoration lies in the extent 
to which we APPLY SOCIAL VALUES more noble than mere monetary 
profit.” (all emphasis added).  Some of FDR’s language becomes embodied in 
the SEA34. 
By 4th, 35 states had declared bank holidays and all other states imposed 
withdrawal limits. 
On 5th, FDR invokes 1917 Trading with the Enemy Act to declare national bank 
holidays from March 6th through March 9th (later extended to 11th). 
On 12th, in first Fireside Chat, FDR suggested investment banking practices (like 
those of National City Bank’s Mitchell who recently testify in front of Pecora), 
caused the banks to close, although the crisis was actually with commercial 
banking. 
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On 13th, FDR asks SCBC Chair Fletcher to expand scope of Pecora commission 
to include “all ramifications of bad banking” and urges AG Homer Cummings to 
prosecute based on the commission’s findings. 
April On 4th, spurred by J.P. Morgan & Co.’s refusal to provide documentation to the 
Percoa Commission based on the wording of the original Senate Resolution, and 
without a single word of debate, the Senate adopts a broadened resolution to give 
Pecora more latitude. 
May On 27th, the SE33, (also called the Truth in Securities Act) is signed into law, 
vesting the FTC with power to  compel disclosure of financial information for 
new securities issues on primary market. 
1934 June On 6th, Congress passes SEA34 which regulates securities exchange on 
secondary market and creates the Securities and Exchange Commission. 
FDR appoints, among others, Ferdinand Pecora, William O. Douglas, and Joseph 
Kennedy (as Chair) to the Commission. 
Some view the appointment of Joseph Kennedy seen as having the SEC co-opted 
by business at birth. 
September On 4th, SEC assumes control of Securities regulation in both SE33 and SEA34. 
Appendix C:  Primary Data for Securities Exchange Act of 1934 
 
Item # Type Description Pages 
1 Law Public Law 22, 73
rd Congress, 29 as approved June 6, 1934 
2 Law United States Code Title 15, Sections 78a-78h 43 As on books in 1970 
3 Senate Statement 
Remarks of Sen. King on February 6, 1934 1 Introduction of S. 2642. 
4 Senate Statement 
Further remarks of Sen. King on February 7, 1934 1 Regarding S. 2642 
5a Executive Statement 
Message from the President on February 9, 1934 1 Regulation of securities exchange 
5b Senate Statement 
Remarks of Sen. Fletcher on February 9, 1934 9 Introduction of S. 2693 
6 Exchange Statement 
Letter from Richard Whitney of February 20, 1934 2 To NYSE Members inserted in Congressional Record 
7 Senate Debate 
Sens. Couzens and Fletcher on February 22, 1934 2 In response to “Propaganda campaign” 
8 House Debate 
H.R. 9323 between April 30 and May 4, 1934 146 Consideration, amendment, & passage 
9 Senate Statement 
Remarks of Sen. Thomas on May 4, 1934 1 Introduction of amendment to S. 3420 
10 Senate Debate 
S. 3420 & H.R. 9323 on May 7-12, 1934 202 Consideration, amendment, & HR9323 passage in lieu 
11 House Debate 
H.R. 9323 debate in House on May 14, 1934 1 Reject Senate amendment, request conference 
12 Senate Debate 
H.R. 9323 debate in Senate on May 14, 1934 1 Insistence on amendment, agree to conference 
13 Senate Report 
Conference report between May 30 and June 1, 1934 22 Senate Doc. No. 185 submitted and agreed to 
14 House Report 
Conference report on May 31 and June 1, 1934 23 Submitted and agreed to 
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15 Senate Report 
Letter from SBCC Counsel on February 18, 1933 3 Stock Exchange Practices, per S. Res. 84, 72nd Congress 
16 Executive Report 
Letter from President on January 25, 1934 23 Accompanied by Commerce Dept’s “Dickerson Report”  
17 Senate Report  
S. Report #792, 73rd Congress on April 20, 1934 24 To accompany S. 3420 
18 House Report 
H.R. Report #1383 on April 27, 1934 32 To accompany H.R. 9323 
19 Senate Report 
S. Report #185 on May 30, 1934 29 Conference Report 
20 House Report 
H.R. Report #1838 on May 21, 1934 42 Conference Report 
21 Senate Report 
S. Report #1455 on June 16, 1934 394 “Fletcher Report” of S. Banking and Currency Committee 
22a Senate Hearings 
Hearings between February 26 and March 7, 1934 675 Held by S. Banking and Currency Committee 
22b Senate Hearings 
Hearings between March 8 and April 5, 1934 
660 Held by S. Banking and Currency Committee 
23a House Hearings 
Hearings between February 14 and March 1, 1934 447 Held by H.R. Interstate and Foreign Commerce Committee 
23b House Hearings 
Hearings between March 2 and March 2, 1934 593 Held by H.R. Interstate and Foreign Commerce Committee 
24 House  H.R. 7852 introduced by Rep. Rayburn on February 10, 1934 50 Bill Referred to H.R. Interstate & Foreign Commerce Committee 
25 House  H.R. 7855 introduced by Rep. Sabath on February 10, 1934 DUP Bill Referred to H.R. Interstate & Foreign Commerce Committee 
26 House H.R. 7924 introduced by Rep Sabath on February 13, 1934 16 Bill Referred to H.R. Interstate & Foreign Commerce Committee 
27 House H.R. 8575 introduced by Rep. Bulwinkle on March 10, 1934 9 Bill Referred to H.R. Interstate & Foreign Commerce Committee. 
28 House H.R. 8720 introduced by Rep. Rayburn on March 19, 1934 63 Bill Referred to H.R. Interstate & Foreign Commerce Committee 
29 House H.R. 9323 introduced by Rep. Rayburn on April 25, 1934 61 Bill Referred to H.R. Interstate & Foreign Commerce Committee 
30 House H.R. 9323 as reported on April 27, 1934 DUP Bill House Report #1383 
31 House H.R. 9323 as passed on May 7, 1934 DUP Bill Ordered to lie on the table in the Senate 
32 House H.R. 9323 as passed Senate on May 14, 1934 137 Bill With Senate amendments 
33 Senate  S. 2642 introduced by Sen. King on February 7, 1934 15 Bill Referred to S. Banking and Currency Committee 
34 Senate  S. 2693 introduced by Sen. Fletcher on February 9, 1934 50 Bill Referred to S. Banking and Currency Committee 
35 Senate S. 3234 introduced by Sen. Gore on March 29, 1934 9 Bill Referred to Senate Interstate Commerce Committee 
36 Senate Amend. 
Amendment by Sen. Kean on April 17, 1934 40 Intended to be proposed to S. 2693 
37 Senate Bill S. 3420 introduced as reported on April 20, 1934 57 
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Clean bill as reported in S. Report #792 
38 Senate Amends. 
Amendments by various Senators April 24 – May 7, 1934 180 Intended to be proposed to S. 3420 
39 Senate Hearings 
Hearings between May 26 and June 9, 1933 
649 Held by S. Banking and Currency Committee These hearings were not included in the legislative 
history, but are part of the “Pecora Commission” 
4,642 pages 
 
 
 
